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PROCEEDI NGS
10:10 a.m

PRESI DI NG MEMBER LAURI E:  Good mor ni ng
My apol ogies for getting a late start. |Is that --
do we see Commi ssioner Sharpl ess?

ASSOCI ATE MEMBER PERNELL: | think we
do.

PRESI DI NG MEMBER LAURI E:  Hi, Jan, how
are you doi ng? Good to see you.

ASSOCI ATE MEMBER PERNELL: She's trying
to hide back there.

PRESI DI NG MEMBER LAURI E: My apologi es
for starting the neeting | ate. There were some
el ement s out of my control this norning. O ten
seems |like life, gets out of control.

The purpose of today's meeting is a
continuing workshop on the Public Benefits
Program. You have agendas avail able for you. I
think the purpose of today's neeting is clear.
Certainly questions regardi ng goal s and purposes
wi Il be in order.

We will be asking Energy Commi ssion
Staff to summari ze where we've been. And, again,
t he purpose of today's meeting, we'll also ask

Energy Comm ssion Staff to advise you the process
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to be followed today

One word of caution regardi ng today's
meeting. And | cannot be nmore serious about this
point. And, again, it is a word of caution. W
do have a professional facilitator with us today.

Now, often, when you have dealt wth
facilitators, you have used themin the context of
attenpting to reach consensus on vari ous points.
That is normally what facilitators are used for.
That is not our purpose today. We are information
gathering today.

One, | question seriously whether
consensus coul d be reached on any issue that we
may be di scussing today by the individuals in this
room. But, as you put information up on the board
it is not our expectation that you will | ook at
that information in whatever order or context it
may appear, and have some understanding that this
is the deal. That is not the purpose for putting
your comments on the board today.

The purpose of putting your comments on
t he board today are to educate us as to your
t hought s and your concerns.

(Cel lul ar phone ringing.)

PRESI DI NG MEMBER LAURI E: | assune

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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everybody will now check their machi nery

(Laughter.)

PRESI DI NG MEMBER LAURI E:  And t hat was
ri ght on cue, thank you very much.

I'"d like to again introduce to nmy left
my Associ ate on the Energy Efficiency Committee,
Robert Pernell. Conmm ssioner Pernell, do you have
any openi ng comments this morning?

ASSOCI ATE MEMBER PERNELL: None, other
than to say good norni ng and wel cone.

PRESI DI NG MEMBER LAURI E:  Good job. To
my right is my Advi sor, John WIson; and to
Commi ssioner Pernell's left is Comm ssioner
Pernell's Advi sor, Laurie ten Hope.

At this time I'd Iike to ask John Sugar,
who is the teamlead in preparation of the report,
to provide a quick status report.

Upon conpletion of M. Sugar's comments,
Kae Lewis will discuss with you the format to be
foll owed today.

Mr. Sugar.

MR. SUGAR: Thank you. I'"d like to
wel come you here sort of on behalf of Energy
Commi ssion Staff. W held a workshop | ast month

and fromthat first workshop it became appar ent
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that the issues related to goals for the Public
Goods Charge Program were going to be a very

i mport ant aspect of the work that the Efficiency
Committee is doing

So the goal of today's workshop, at
| east the morning session, is to focus on the
i ssues related to program goals so that both the
Committee and staff are able to get a better idea
of some of the issues that have to be dealt with
and some of the decisions that the Commttee will
have to make.

Kae Lewis will be introducing Gail
Mancarti, who is our facilitator today.

And just administrative issues, if you
need to use the restroom they are | ocated in the
hall which is to my left, actually, outside that
wall of the building. There' s a bright red sign
on the door that says "estroonms" and "tairwell".
And that is where you go.

(Laughter.)

MR. SUGAR: We have a coupl e of
workshops com ng up. At the end of the day 1"l
di scuss those a little bit. And | would like to
turn this over now to Kae Lewis.

MS. LEW S: Good norning, everyone, and

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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welcome to this workshop on goal s and program

pl anni ng. | wanted to make sure that you all had
a handout which has an agenda. It has a second
page with a figure on it, the planning franeworKk.
And then it has a three-page paper.

PRESI DI NG MEMBER LAURI E: Can we ask a
guesti on about the agenda at this point? Do you
all have a copy of the agenda? W have a norning
program and an afternoon program And from
reading the agenda it kind of | ooks like the
workshop ends at 3: 30, and then about a half hour
| ater Comm ssioner Pernell and I, after everybody
has left, give our closing statenments.

(Laughter.)

PRESI DI NG MEMBER LAURIE: Is that how
it's supposed to work, or -- so | assume we're
pl anni ng on havi ng the wor kshop end at 4: 30?

MS. LEWS: At 4:00.

PRESI DI NG MEMBER LAURI E: At 4: 00, okay.
You're all willing to wait around --

MS. LEW S: Qur objectives today, as
stated in your agenda handout, is for the CEC to
gain public insight on the PGC Program Benefits
and Goals, and to receive feedback on a proposed

program planni ng framework.
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I'"d like to nention just briefly that on
your agenda you'll see that the norning says
di scussion A and the afternoon discussion B. | f
you look very quickly on the second page of your
figure, you'll see that discussion A is the
di scussion of goals; and di scussion B is the
di scussion of the rest of the framework.

These two di scussions are |inked. The
i dentification of goals, discussion A, is really
the first and nost important step in program
pl anni ng, which is our discussion B.

So what do we need from you today? As a
result of this meeting we would |i ke to have your
i deas on program benefits and goals. And we'd
like to try to get these as specific as we
possibly can.

And would also like to find out what
ki nds of conflict there m ght be anong these
goal s.

We'd Iike to use this information in the
development of an adm nistrative structure, and a
program planni ng process. Both of which have to
support those goals.

Second of all, we need to have your help

in developi ng our proposed program pl anni ng

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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f ramework, which is still in a very rough stage.
We need your help in making this program planni ng
process operational. W'd like it to pass the
concept test. And we'd like to have your help
today in giving us input on that.

Just some words on the wor kshop format.
We've set up this roomas much as possible to
encour age a conversational fl ow. But we do have
sonme constraints to that. W have to formalize it
for the purpose of recording the information. W

have flip charts up here and as we have

conversation recorders will be taking down some
i nformati on. And we also have m crophones which
wi |l be passed to you when you wish to speak

We're asking that you identify yourself as soon as
you get a m crophone and begin to speak.

Al so, we'd like to encourage you after
this workshop that if you have any furt her
comrents, written comments that you would like to
send to us, by all means, do that el ectronically
or by mail, or feel free to give us a call on the
t el ephone.

| also want to mention that there is CEC
Staff here in the roomtoday serving different

functions. There are team nmenbers who are working
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directly on the program pl anning i ssues. There
are al so some staff menbers who are handling the
| ogi stics, the recorders and dealing with the
m cr ophones and so forth.

We encourage you to engage w th our
staf f today as much as possible, and of course,
wi th our Commi ssioners and Advi sors throughout the
day.

If there's anything we can do to make
your flight nore confortable --

(Laughter.)

MS. LEWS: -- don't hesitate to call on
us.

So now | would like to introduce our
neutral facilitator. Her name is Gail Mancarti .
And she is going to take over. Thank you.

PRESI DI NG MEMBER LAURIE: |Is the sound
system worki ng okay? GCkay, Kae's m crophone
seemed to sound okay, folks in the back hear
better now than they did last time. OCkay.

FAC LI TATOR MANCARTI: Good mor ning,
it's nice to be with you all. | have the pl easure
of facilitating this conversation today. Wat 1'd
like to do is to just put one final role

clarification with my coll eague, Kae.
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I"mhere to facilitate the process and
the fl ow of your conversati on. Kae is going to
listen to the content. And if we happen to be
getting off track of what we set out to do today,
she's going to junp up, but probably not t hat
dramati cally, and suggest that it go onto this
chart right here, which is the VIP list, or the
very i mportant points that m ght be carried over
into future workshops or future work.

So | just want to |l et you know t hat
that's the role that she will be playing as well
as clarifying information that m ght need to be
clarified throughout the day.

And al so remember that if you have an
i dea that isn't on point to what we're tal ki ng
about, either the benefits, goals or framework
but want to jot it down, and have it listed for
the CEC Staff's attention, then feel free to ask
t hat that point be put on the VIP I|ist.

| get to review the agenda with you, so
if you have it, your packet, it's the first page.
We are progressing on tine at this point. W're
going to spend the next two hours from 10: 30 to
12:30 discussing our first issues, and that has to

do with benefits and goals.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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We will be breaking that discussion up
into sort of two segments, and | think we'll get
some good i nformati on from that.

We'll take a lunch break from 12:30 to
1: 30, and at 1:30 we'll reconvene and Kae will
present the framework in which they' re looking at
program planni ng. And that, again, as she
mentioned, is portion B on your second sheet of
your packet.

And then we're going to have you talk
about what that framework means to you; what your
first Il ook at it; what are you ideas so far; what
do you want people to continue to tal k about and
t hink about. And we will be doing that from 1:50
until 3:30. And this is where you can make some
adjust ments on your agenda.

So at 3:30 we anticipate having a
workshop summary and next steps from John. At
3:40 we'll have some closing statements fromthe
Commi ssioners. And then at 4:00 the workshop
ends.

So that's the flow of the day. Any

guesti ons? Good. That was easy. Okay, let's
junp right intoit, it's 10:30, it's time to get

t o work.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345

10



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

11

Okay, so we are going to begin with a
di scussion of the public purpose benefits. GCkay
what |'d like to do is share with you this chart
which, if you want to focus your attention on that
itemA, it's essentially in the framework, it's
t he over-archi ng goal .

The CEC believes that the purpose of the
PGC program is to pursue cost effective energy
ef ficiency and conservation for the purpose of
capturing public purpose benefits. This is what
can be called the over-arching goal in the
f ramework.

Secondly, it's -- yeah?

MR. M LLER Peter MIler. The first
sentence on the paper is a sentence that says
something different -- the first sentence on the
paper has a different statement than that, and I'm
j ust wondering --

FACI LI TATOR MANCARTI: The first
sentence of the packet or the --

MR. M LLER  The draft paper.

FAC LI TATOR MANCARTI: The draft paper?
Kae, Peter's referring to the information in --
hang on, we'll get Kae to take a | ook at that.

MS. LEW S: I think we can go ahead and

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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12
go with what we have here. I don't think this
vi ol at es what it says in the paper.

PRESI DI NG MEMBER LAURI E: Well, let's
talk about where that sentence came from and where
this sentence came from and whether one has a
di fferent status than the other, or both represent
one staff menber's thoughts as opposed to anot her
staf f member's thoughts. Can sonebody clarify
t hat, please?

MR. GOLDSTONE: Sy Gol dstone. This
sentence in the paper is clearly a quote from AB-
1105, right? And | think if you read it, it says
the word through sustainable. So this nerely
effects a means of achieving that purpose. It's
not a purpose in its own right, the part that
says -- after the word through.

So | think that's where | see the
reconciliation between what's in the paper and
what's on that chart.

MR. M LLER  Well, that's where | see
the conflict. | mean | don't want to bel abor the
point, but this | anguage is simlar to what is in
AB-1890, which in my mnd defines the purpose,
it's where the public goods charge is established,

is the clear purpose stated for the energy
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

13
efficiency funds in the public goods charge
section of AB-1890. And it says cost effective
energy efficiency and conservati on.

AB-1105 directs the CEC to wite a
report, but it doesn't establish the PG charge or
determ ne t he purpose for those funds. And it
seems to me that the appropriate cite should be
AB-1890.

MR. GOLDSTONE: I"mjust not clear where
the conflict is. It seenms to me in one case we
are -- both cases the objective is principal
purpose is clear. The only difference is in the
draft it adds to the purpose a means by which t hat
purpose may be achi eved.

And there may be differences -- there
may be ot her means. In fact, in the paper | think
it goes on later to talk about the fact that there
are different program styles, and there may be
di fferent means and some different program styl es
for achieving the over-arching objective.

So that's why |I'm struggling, Peter,
wi th where you're having the probl em

FAC LI TATOR MANCARTI: Jody, do you have
a clarifying point?

MS. LONDON: Yeah. Hi, Jody London with

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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14
Gr uenei ch Resource Advocat es. | "m here on behalf
of the National Association of Energy Service
Companies. And | think that perhaps the specific
words t hat are creating some of the difficulty
here are that the paper tal ks about sustai nabl e
cost beneficial inprovements.

Peter, is that the part of it that's a
little bit confusing?

MR. M LLER I think, just in the
i nterest of clarity and accuracy it's useful to
have a cl ear statement of purpose and deci de the
correct source for that. And the paper doesn't do
that, in my mnd.

MS. TEN HOPE: The goal in the paper is
out of AB-1105, so it's, you know, -- and it does
cite AB-1105. But it's your issue that this is
more of an over-archi ng goal --

MR. M LLER  Yes.

MS. TEN HOPE: -- on the board than this
one aspect of AB-1105?

MR. M LLER Right. That's right.

MS. TEN HOPE: And how is this more
over-arching than --

MR. M LLER Because it doesn't confuse

the issue with a neans to get to that goal. And
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15
as Sy stated, there's a variety of means to get to
t hat goal .

The goal should be clearly state and the
correct cite is -- | mean the | egislative goal was
established in the legislation that established
t he charge. I mean there' s a cl ear goal.

FACI LI TATOR MANCARTI : Peter, woul d you
i ke us to do somet hi ng about it, or do you feel
I i ke you ve had a chance to share your thoughts
and we can proceed?

MR. M LLER |"ve had a chance to share
my t houghts.

FACI LI TATOR MANCARTI: Okay.

MR. M LLER | don't want to bel abor the
point.

FACI LI TATOR MANCARTI: Great.

MR. M LLER But | --

FACI LI TATOR MANCARTI: Thanks for
bringi ng that out.

PRESI DI NG MEMBER LAURI E: Well, | don't
consider the poi nt bel abored. The purpose and
goal of all this is paramount. And if there's a
real issue | would Iike to be able to understand
it.

The quote in the paper is a correct
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guote, is that correct?

MS. TEN HOPE: Yes.

PRESI DI NG MEMBER LAURI E: Okay. And is
it taken out of context to say that the quote
reflects the goal of the PGC. So, Mr. MIller, do
you have any problemwith the correctness of the
first sentence of the paper?

MR. M LLER  Yes.

PRESI DI NG MEMBER LAURI E:  You have a
problem with the correctness of it?

MR. M LLER  Yes.

PRESI DI NG MEMBER LAURI E: And coul d you
again state where you believe the first sentence
is incorrect?

MR. M LLER | believe the first
sentence is incorrect in that that cite from AB-
1105 does not establish the over-achi ng goal of
California s public goods charge.

PRESI DI NG MEMBER LAURI E: Okay, so your
conmplaint, or your expression of concern is that
t he quote is correct, but it's taken out of
context. And that it does not reflect what you
beli eve the goal to be?

MR. M LLER Right. That cite, that

statement in AB-1105 merely says it's one of the
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17
factors that the Conm ssion is supposed to
consider in drafting this report.

But in AB-1890, which established the
public's good charge, there was a purpose, an
over-arching goal established. And so there is a
cl ear source for an over-arching goal, an accurate
cite, that's not that different than this, but is
di fferent, and should be correctly cited.

PRESI DI NG MEMBER LAURI E:  Thank you.

FACI LI TATOR MANCARTI: There's about
three fol ks that have indicated they'd wanted
briefly to speak, so that would be great. I think
it's WIl, did you want a qui ck comment ?

MR. NEL SON: Sur e.

FAC LI TATOR MANCARTI: Are you okay?
Okay. And then Sy and then M ke.

MR. NELSON: Just briefly. | guess
we're caught up in a means-and-ends discussion, or
a chicken-or-egg di scussion. Another one of those
t ypes of di scussi ons we often get caught up in,
structure and function

So, it's not that it's not valid, but
it's a question of how our thought processes are
working.

But, addressing the two cites
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specifically, | see no inconsistency between the
two cites, and I would just view the cost
benefi cial portion of the 1105 site as being
redundant and repeating the cost effective
i mplication of both sites.

What 1105 adds is the concept of
sustai nability. And that's really the only
substanti al difference |I see between the two
cites.

FACI LI TATOR MANCARTI: Thanks, W |

Let's see, we had Sy and then M ke. And then

Chri s.

MR. GOLDSTONE: I think there is, you
know, a little tension here. |'msort of agreeing
wi th Peter on that. | just wanted to add a little

more conf usi on.

" mlooking at the PUC policy framework,
which | think they adopted in March of '98. And
noti ced the way they put it is alittle
di fferently. They say the m ssion of PGC-funded
programs is to transform markets and ulti mately
privati ze the provision of cost effective energy
ef ficient products and services so that customers
seek and obtain these products and services in the

private competiti ve market.
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So, there are different ways of fram ng
this, and they probably do have subtle
di fferences. But it seenms that there is sort of a
movenment in this direction towards the increased
emphasi s on sustainability w thout necessarily
saying that all prograns need to fit into one
particular rigid programstyle.

That's how | 'm sort of seeing it. |I'm
not trying to clarify, I'm just sort of --

FAC LI TATOR MANCARTI: Thank you, Sy.

M ke, could you identify yourself. The first time
you speak if you could identify yourself and your
organi zation.

MR. MESSENGER M ke Messenger. I work
at the CEC. This is an issue that the Committee's
going to have to face throughout this workshop.
And I'I1l try to characterize it as to what extent
does AB-1105 provide policy gui dance from the
Legi sl ature, as opposed to nmerely asking
guesti ons.

What | see happening i s some parties who
read those questions infer certain policy goals or
princi ples that the Legi sl ature is now likely to
adopt. And | hear other people reading the same

words, using a different interpretation, which is
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the Legislature is simply asking you to answer
t hese questions, and they don't nean to be
changi ng any of their previous |legislation or
goal s or approaches or anyt hi ng.

| think the Committee is going to have
to wrestle with is there any inferences that you
can draw from these questi ons or not. And quite
frankly, | think you can argue both cases
persuasively in a court of law.

So, it's just somet hing that the
Committee is going to have to wrestle with.

FACI LI TATOR MANCARTI: Thank you.
Chri s.

MR. CHOUTEAU: |'m Chris Chouteau, PG&E.
Some people might be very discouraged that we're
starting of f going down this trail, but |I'm
actually very encouraged, because this is a
begi nni ng. And beginnings are so important.

And you are inheriting sort of a | ong
| egacy of debate about these programs. And there
is very little around which there has been
consensus, but one of the notions has been t hat
energy efficiency is a good thing.

And nost of the debate is sort of how,

not so nmuch what. And | think what Peter's
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bringing up is if we could be as clear as we can
in the begi nni ng about the what, that energy
efficiency, itself, is a good thing for a nunber
of different reasons. And stay away from the how,
which gets into sustai nabl e, you know, approaching
it froma sustai nable point of view, or market
transf ormati on point of view or resource
acquisition point of view

I think that would be really hel pful to
be as clear and as cl ean as we can be about the
goal statement, and to keep out of it issues
around the how you get there. Because there's so
much detail and so much debate that will be
hel pful about that, but --

FAC LI TATOR MANCARTI: Thank you, Chris.
Manuel , and then R ch and Bruce -- and Kae.

MR. ALVAREZ: Manuel Alvarez of Sout hern
Cali forni a Edison. | guess, you know, the debate
that |'m seeing here i s where you put this thing
in context.

The sentence that's in the report puts
it in context within the California market.
don't think that statenment up there takes it out
of that context.

So what ever you do in public good charge
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and energy efficiency and conservati on nust be
wi thin this context of this new market. And, you
know, whatever stage of devel opment it's in,
because you're | ooking at the post-transition
period. So we've got a couple of years still in
terms of what the market's doing, that you have to
ki nd of put this programwithin that new
structure.

So you have to keep that in mnd froma
policy perspective, as well, because the
sustai nability issue refers to the California
market. And efficiency and conservation i s part
of that component, as well as everything else the
market has established.

FAC LI TATOR MANCARTI: Thank you. Ri ch,
I think it was, and then Bruce.

MR. FERGUSON: Rich Ferguson with the
Sierra d ub.

I'"d like to nake one further suggesti on.
I mean | think everybody in the room knows how
this | anguage came about, both the | anguage in AB-
1890 and the | anguage that's in AB-1105.

I think rather than spend time argui ng
about the niceties of these various presentati ons,

one of the roles of this Commttee is to transl ate

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

23
this -- talk into sort of commobn | anguage that,
you know, folks can underst and.

And, you know, | think both of these
sort of miss that. | nean we could reproduce
this, we could reproduce the |language in 1105, and
I think most people still wouldn't have a cl ue of
what we're tal king about.

So rat her than argue about which one of
these is going to be the top lead sentence in the
report, | think we need to spend some time
transl ating these into, you know, common, everyday
| anguage that fol ks can under st and.

FACI LI TATOR MANCARTI: Thank you.

MR. FERGUSON: Of course, | have a
suggestion for how to do that.

FACI LI TATOR MANCARTI: Thanks, Rich.
Bruce, Kae and then Davi d.

MR. CENI CEROS: Bruce Ceniceros with the
CEC. I"m glad Peter brought this up. This is a
very i mportant di scussion. There are things we'l
have to wrestle with here in terms of the policy
i mplications of AB-1105.

But | think for the purpose of this
di scussion today where we want to get feedback

fromeverybody on goals, and the resulting

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

24
benefits we'd Iike to see fromthis over-arching
goal , and sonme more specific goals, too, | would
suggest that we go with the definiti on we have up
here, whi ch does not include the means to the
goal , but just the goal.

We are trying to sinplify things. 1It's
a good point Rich brought up. We need to sinplify
this di scussion as much as possi ble, and I think
that will help do it if we can all agree to go
wi th this one up here.

Later on, in other forums, we'll be
talking at great length about the neans of how to
get to that goal. So, | would suggest we go with
this goal here of focusing on cost effective
energy efficiency as the goal of the programs and
the benefits that flow from energy efficiency.

Because energy efficiency, initself, is
not worth anything to anybody. It's the benefits
you get fromthat that are really important. And
that's really what we want to talk about today.

FACI LI TATOR MANCARTI : Kae and t hen
Davi d.

MS. LEW S: Kae Lewis. Actually I want
to foll ow on from what Bruce just said, and what

Chri s Chouteau said. The purpose of starting with
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this definition was ont to create an official
definition. This was just something to work with
to get started.

Because what we wanted to start with was
the why. Why are we doing this. Start at the top
| evel and work our way down to more specific whys,
more specific goals. And then to the means.

So that was really the purpose of this
definition.

FACI LI TATOR MANCARTI : It's a working
definition so we can start the conversati on around
benefits and goal s.

David and then we'll start.

MR. ABELSON: At the risk of throwing a
bit of a nonkey-wrench into this discussion, |
recall from our | ast workshop that there was
actual |l y what appeared to be di sagreenent about
t he over-archi ng goal of the PGC Fund.

And the disagreement | would summari ze
as being this: Is the goal, over-arching goal, to
achi eve energy efficiency, however one defines
that, and its related benefits. Or is the over-
arching goal to achieve market transfornmation and
cl ear, pure consumer choice. And if energy

efficiency results fromthat, that's fi ne. If it
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doesn't, that's fine.

| don't have any personal opinion, and
on behalf of the staff, I don't know that we have
a strong view on this, but | would suggest t hat
the issue that Peter has started about whether the
over-arching goal is to achieve cost effective
energy efficiency, or the related clause that's in
t he paper through sustai nable market
transformation, is something that ultimately
sonmebody's going to have to answer, either through
the Comm ttee, the Comm ssion, the Legislature or
sonmewhere.

FACI LI TATOR MANCARTI: Thank you.
Davi d, could you identify yourself for the
recordi ng --

MR. ABELSON: Yes, |I'msorry. David
Abel son with the Energy Comm ssion Staff.

FACI LI TATOR MANCARTI: Great. Okay. So
we've had a grounding in what this is to be used
for today, and sone good di scussion on some
al ternative interpretations and |linkages to the
work at hand.

Any final questions or comments?

PRESI DI NG MEMBER LAURI E:  Just noted we

have 1523 more sentences to go.
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(Laughter.)

FACI LI TATOR MANCARTI: Thank you,

Commi ssioner, appreci ate it.

Okay. Wiat 1'd like you to do is to
turn your attention to perhaps generating a list
of benefits.

There are sonme exampl es of the types of
statements that mi ght be helpful in ternms of
descri bing the benefits that you see from the
program  And here are some examples. And these
are only exanples. These are not anything for you
to tear apart. In fact, we're going to get rid of
this sheet and you' re going to start wth a cl ean
sl at e.

But here's some exanpl es of the type of
i nformati on that we're | ooking at at this point.

A benefit: Improve reliability of the electricity
delivery system Reduce energy costs in electric
and gas mar ket s. | mproved environnmental quality.
Create equity among California citizens and
ratepayers. And enhance quality of life.

So those are the kinds of benefits and
i nformati on that we're kind of | ooking for right
now. So what I'd Iike to do is ask that we take

about the next 30 m nutes or so and give you a
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chance to share your ideas amongst the colleagues
in the room the Comm ssioners, and about the
benefits that you see from the program

Let ne just also rem nd you you're doing
a great job. For recording purposes, the first
time you speak, if you could state your nanme and
t he organization that you' re with. And feel free
to ask clarifying questi ons of one another. We're
here to sort of probe the information.

But, again, this is idea generation
rather than driving your point home. So we've got
about 30 m nutes to reach as many of you as
possibl e, and we hope that each one of you has a
chance to talk about the benefits that you see.

So, lgnacio is going to be handling the

m ke on this side of the room Chris on this side

of the room So who would like to begin? M ke.
MR. PARTI : I"'m M chael Parti from
Applied Econometrics. I thought the previous list

was really a very good begi nning. There' s anot her
obvi ous one that we coul d probably add, which is a
reduced vul nerability to collusion by foreign oi
producers.

Because every once in awhil e when we

have these oil shocks, it's very disturbing to us.
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And we can dampen t hose shocks if we structure our
ener gy consunption properly.

FAC LI TATOR MANCARTI: Thank you, M ke
Who el se would like to add to the list, ideas
around benefits?

MR. NELSON. W1l Nelson for Residential
Energy Efficiency Cleari ngHouse, REECH.

| have a bit of a problemwith the B
benefit that was |listed on the previ ous sheet, as
being too sinplistic. And that being reduced
ener gy costs.

There's a | ot bound up in that concept.

FACI LI TATOR MANCARTI: Coul d you

descri be somet hi ng that you would --

MR.. NELSON: Well, it's --

FAC LI TATOR MANCARTI: -- that you woul d
see --

MR. NELSON: -- the problem --

FACI LI TATOR MANCARTI: -- as a benefit?

MR. NELSON: -- with reduced energy

costs, there's a fundanental problem with energy
pricing, in that countless externalities are not
priced into it. And it's politically very popular
and -- it's very popular to sinmply say, well,

| et' s pound down costs. Let's have the | owest
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costs possible.

| can give you anot her exanpl e. In
raising food that's very -- that's a very popul ar
approach, too. Let's have the | owest cost, eggs,
or wheat or bread that we possibly can.

What that often results in is inferior
gual ity food. Food where the nutrition has been
driven out of it, okay.

W th respect to energy this fixation on
havi ng the absol ute | owest cost tends to drive a
deci si on- making process that drives other
considerati ons out.

FACI LI TATOR MANCARTI: Okay, --

MR. NEL SON: So | can't come to
conclusion on it. | recognize that energy
efficiency can provide econom c benefits but |
think it's been terned a little bit too
sinmplistically.

FACI LI TATOR MANCARTI: Okay.

MR. NELSON: Thank you.

FACI LI TATOR MANCARTI: Thanks, W |
We've got it down here. Other ideas? Chris and
t hen M ke.

MR. CHOUTEAU: Chris Chout eau, PGXE | f

you would actually post that other chart it would
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be hel pful.

FACI LI TATOR MANCARTI: You li ke those?

MR. CHOUTEAU: Well, just --

FAC LI TATOR MANCARTI : You want to tear
t hem apart?

MR. CHOUTEAU: -- WIIl was referring to
one, it would be helpful just to see them you
know.

FAC LI TATOR MANCARTI: Okay. Go ahead.

MR. CHOUTEAU: But | think it's, you
know, on the simplest level energy efficiency has
al ways been driven by the econom c benefits to
partici pants and nonpartici pants, the externality
benefits, environnmental benefits to the whol e of
society. And the secondary benefits in the
economy to both participants and nonparti cipants
of a more efficient econony.

And al so as a kind of third order
t here' s always been the sort of national security
benefits.

FACI LI TATOR MANCARTI: Great, thanks.

M ke. G ab the mike.

MR. MESSENGER M ke Messenger, CEC

St af f. | have two that may be overl apping with

this list, but | consider them distinct. The
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first one is energy efficiency I see as an
i nsurance policy agai nst potential future gl obal
climate change. And | think it's a |long-term one.
The second one that 1'd like you to
consider is the potential benefits in terms of

stimul ati ng innovation in the energy services

market in general. Not just the energy efficiency
market, but the energy services market, in
general .

FACI LI TATOR MANCARTI: Other ideas on
benefits? Mke up here.

MR. RUFO M ke Rufo from Xenergy. The
one | wanted to add was to contribute to the
avai lability of nonrenewabl e energy resources for
future generations.

And related to that is increase the
i keli hood of making a transition to renewable
sust ai nabl e ener gy- based economy.

FACI LI TATOR NMANCARTI : Okay, great. W
want to -- this is going to be used just as a
gquick reference. The tape recording is the
permanent transcript, so this is going to be a
guick reference for our conversati on throughout
the rest of the day. So we're not going to stop

to make sure that that gets down, but it will get
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down.

Yes, in the back. And your name?

MS. GRI FFIN: I'"'m Karen Giffin from a
di fferent wing of the Energy Comni ssion. And a
potential benefit of this mght be to assist with
the Comm ssion's supply adequacy problens in the
m d period between 2002 and 2004.

And if it were designed in a particul ar
way, to deal with some particul ar loca
reliability probl ems.

FACI LI TATOR NMANCARTI : Okay, great.

Scot t.

MR. MATTHEWS: Scott Matthews, CEC
St af f. My two favorite ones are inproved
productivity, both in terms of especially
cl assroom |l earning abilities with these energy
ef ficiency techniques. And in businesses, in
sal es.

And then the second one is the ability
for use energy efficiency so consunmers can control
their own energy bills.

FACI LI TATOR NMANCARTI : Remenmber, you can
ask clarifying questi ons of one anot her about what
any of these ideas m ght mean. Yes?

MR. TUVELL: I"m Ray Tuvell with the
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Energy Comm ssion Staff. Can | suggest that these
are hypot heses i nstead of actual benefits? And
the reason for that is | believe that in many
cases these are things that people feel and in
their heart may believe, but the dilemma in many
cases is the | ack of quantification to the extent
to which is actually occurring.

FACI LI TATOR MANCARTI: Thank you. W I.

MR. NEL SON: If I could just fill out
t he di scussion | had previ ously. It's not to put
anyt hing of f, but again with respect to the
reduced energy cost issue. And on 2D, tal ks about
the creation of equity.

It must be recognized if we're truly
successful on a major scale level in introducing
energy efficiency into markets, in very regulated
areas of cost and pricing, for instance,
el ectricity markets, which still tend to be highly
regulated, if one sector reduces its contribution
to the ratebase, that's obviously going to have
effects on the rate design, and probably push up
costs, at least in the md-term for other
sectors.

So | just wanted to give anot her

illustration that simply reduci ng costs on a price
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| evel concept is not correct.

I wanted to echo -- this is along the
i nes of what M ke Messenger said, but it's a
little -- it's an interpretation of it. He said
stimul ates i nnovati on and servi ces market.
woul d be even nore specific in saying that
i nnovations in energy efficiency will stimulate
i nnovations in energy quality. The quality,
literally the quality of the current that's
delivered to the custoner.

They will beconme nore aware of it, and
t he producers of the current and the distributors
of the current are going to be delivering that in
a hi gher quality fashion in the future.

FACI LI TATOR MANCARTI : Great. Thanks,

ASSOCI ATE MEMBER PERNELL: Let me jump
in for a second --

FACI LI TATOR MANCARTI:  Sure,

Conmi ssioner.

ASSOCI ATE MEMBER PERNELL: -- and ask a
guestion on this. Cearly, at least in my mnd,
reduce energy costs of electric and gas is a
benefit. And you're saying that it's not. At

| east what |'m hearing you say is that's not that
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much of a benefit?

FACI LI TATOR MANCARTI: Chris

MR. NELSON: As |long as we don't confuse
costs with the price level, you're correct,

Conmmi ssioner. A reduced cost woul d be a benefit.

The concept is often confused with
price, especially in ratemaking on electricity and
gas. That was the point | was trying to
emphasi ze.

The ot her point | was trying to make is
if we're really successful with energy efficiency
services impacts in markets, there will -- it's a
more conplex equation. There are some consumers
t hat may start absorbing higher costs. Those
costs may or may not be equit abl e.

Hopeful Iy the nmar ket process, overseen
by regulation to sone extent, will make it
equi tabl e. But we don't know that that's so.

It's a conmpl ex equati on. Because we have fi xed
costs.

There's something called fixed costs,
for instance in the electrical system The fixed
costs, or the base costs are extrenely high. | f
we had real impacts on maj or sectors using a | ot

| ess energy in very short periods of time, in this
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case say a five-year period is a relatively short
period of time in terms of amortizing the costs,

t hat may very well impact the rate design.

And wi t hout getting into a rate case or
rate theory, there are some parties that would say
that's al ready happened, or begun to happen w th
the small conmercial sector. The small conmercia
energy user is tending to absorb a substantially
hi gher cost than say the industrial users or now
the users that are able to enter markets in an
aggregated fashi on and begin to take advantage of
t hese price benefits.

Some parties woul d say some cost
shifting is beginning to occur down into that
segment. In the same fashion, inpacts on energy
ef ficiency could have cost shifting inplications

FACI LI TATOR NMANCARTI : Do you have a
foll ow-up questi on, Conm ssioner?

ASSOCI ATE MEMBER PERNELL: |'mstill a
l[ittle bit -- 1'"mnot understanding what your
point is. W' re just looking at benefits of
energy efficiency. And if we can reduce the cost
of energy as it relates to energy efficiency and
t hrough t he public good charge, | see that as a

benefit.
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Now, you' re kind of doing a different
spin on it, talk about rate shifting and some
other things that | don't see that's up there
But |I'm specifically concerned about is there a
benefit to reducing energy, electricity and gas
cost s. I's that a benefit to the California
consumer?

FACI LI TATOR MANCARTI: WI I, if you
could take just a few mnutes, and then it | ooks
i ke M ke and --

MR. NELSON: Yeah, | can wind it up.

"Il cone back to my original point, and that was
to be on point. Wat | think is most on point is
there are costs that are not costed in, and that's
t he concern that | was bringing into it.

And in the case of energy there are a
| ot of externality costs that are not costed in.
So that we get what, in many parties' estinmte, is
extremely perverse outcones of if you make energy
very very cheap, you encourage mllions of people
to use automobiles in the L.A. Basin, which the
ul timte cost effects in terms of the effect on
heal th, quality of life, efficiency of the genera
economy, m ght be very negati ve.

So, strictly speaking, reduced costs are
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a benefit. The concern is the external costs are
not being factored into the equation. And if we
get a narrow equati on we m ght end up with a
perverse outcone where the costs are actually
hi gher .

FACI LI TATOR MANCARTI: Thanks, W |
Coul d you pass -- we need a m ke at M ke.

MR. PARTI : "' m M chael Parti. I think
W Il is bringing up a very interesting point.
He's stressing, | believe his point is that he's
stressing the fact that there may be trade-offs
among some of these goal s.

Just because we have a | ot of goals
doesn't mean when you work toward one you're
necessarily working toward the others. And so if
we think of a low price as a very nice thing, and
certainly most of us would rather pay a | ow price
than a high price, at the same time we would
probably rather live in less polluted communities
rather than nore polluted communities.

And so | think what we should say is in
this case yes, it's fine to have |l ow prices. But
as we go through the list of benefits, we nmy want
to also worry about which ones may conpete with

each ot her. For which ones do we have to worry
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about the trade-off problem

FAC LI TATOR MANCARTI: Thank you, M ke
Do you have any follow-up? Sy, did you have a
foll ow-up?

MR. GOLDSTONE: Yes. I'"min agreenent
with the comnents by WII and M ke. The word
sonmeti mes used to reflect that is called societa
costs, to make sure that we're including all these
ot her costs that | think WII and M ke have both
mentioned.

The ot her point | wanted to make was |
agree with the benefit that M ke was sitting next
to me made earlier, but he didn't get up there, so
"1l just repeat it. It's the facilitate the
transition to a sustai nabl e energy economy poi nt.

FACI LI TATOR MANCARTI: Great.

MR. GOLDSTONE: One ot her observation,
since | think we're talking about public purpose
benefits, and --

FACI LI TATOR MANCARTI: Correct

MR. GOLDSTONE: -- | think as Chris
pointed out, especially concern would be health
and econom c benefits, sound li ke they're maybe
private purpose benefits, so | think we need to be

sure to say that they're public benefits to the
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extent that they're not ot herw se achievable
wi thout this public good charge program  Just to
clarify that.

FACI LI TATOR MANCARTI: Okay. Thanks.

We have about five m nutes remaining in this idea
generation and expl oration around the benefits.
So, is there some other ideas that you want.
Coul d you identify yoursel f, please?

MS. AASLETTEN I"mEllen Aasletten with
t he Department of Education. And past energy
conservation progranms have resulted in impacts on
ot her building systems Iike the indoor air quality
and that ki nd of thing.

And | would |like to see anything else
that we do in this program to emphasi ze that we're
not to take away ventilation as a neans of saving
moneys because it inpacts on the air that the
children, especially in schools, breathe.

FACI LI TATOR NMANCARTI : Okay, great.
We've got it noted, thanks, Ellen. Other ideas
around benefits that would be derived fromthe
program? Davi d.

MR. ABELSON: The only other one that |
woul d add is a very soft squi shy i dea of what's

call ed sonmetimes intergenerational equity or
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f airness. It basically goes to the idea that with
nonr enewabl e resources if we use it now, then next
generation simply doesn't have it.

And energy efficiency, to the extent
that it applies to nonrenewables, obviously
preserves those for the next generation's use for
what ever pur pose.

FACI LI TATOR MANCARTI: Great. Right
behi nd you. WIIl, do you have some benefits to
put on the chart?

MR. NELSON: Yes.

FACI LI TATOR MANCARTI: Okay. Maggie,
could you -- we need the formal recordi ng, thanks.
And then we'll go to Mke.

MR. NEL SON: Ener gy conservation in the
past did produce perverse outcomes in the
ventil ati on problems in the buil di ng probl ems. I
think it's fair to say that the current state of
energy efficiency prograns are driving a better
buil di ng sci ence. So better building science is a
benefit at this point of energy efficiency
programs.

FACI LI TATOR MANCARTI: Thank you, WII.
M ke.

MR. MESSENGER I"mjust asking a
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clarification question. |'ve |ooked through all
of these and |I understand all of them except for
one. But I'"mnot sure if there's an author of
this one. It's number D, called creating equity
among citizens and ratepayers.

Equity, to me, means a wide variety of
things. And so |'d encourage whoever wrote that
one up to try to give an exampl e, maybe, or talk

about what equity means in this context.

FACI LI TATOR MANCARTI: It's not in the
l[ist that this group is generating. It's just a
sanple.

MR. MESSENGER  All right, then never
m nd.

FACI LI TATOR MANCARTI: M ke, did you
have a thought --

MR. RUFQO Just a follow-up. That item
D was kind of bothering me a little bit, too, as
just not necessarily a benefit, but a goal of the
execution of a program or strategy to achi eve a
benefit.

FACI LI TATOR MANCARTI: And that's where
we're going next is to tal k about goals. So |et
me do a last call for benefits on this listing?

Kae.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

44

MS. LEW S: I just wanted to respond a
l[ittle bit to what M ke Messenger said. One
possibl e equity benefit could be in economc
development. Supporting econom c activity in
under-served, under-developed ar eas.

I was actually going to deal with that
in the goal, but | think that could help clarify
t hat particular benefit.

FACI LI TATOR NMANCARTI : Okay, great,

t hank you. Any final ideas on benefits?

Al'l right, ready to move to goal s?

Br uce. Bruce is ponderi ng whet her he should put
sonmething on the list, additional itemns.

MR. CENI CEROS: I was just looking to
see where two things are represented. Overall
environment al quality. There was somet hing in
t here about gl obal war m ng. Is that m ssing from
the list?

FACI LI TATOR MANCARTI: It's the third
item down.

MR. CENI CEROS: Environmental quality.

FACI LI TATOR MANCARTI : | nsurance policy
agai nst global --

MR. CENICEROS: Right, right.

FACI LI TATOR NMANCARTI : -- changes.
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MR. CENI CEROS: Okay, | would add
environment al quality and |1'd al so add enhanced
gquality of life for California citizens, which
goes beyond just environnmental quality. There are
guality of life issues there in terms of
confortable environments in buildi ngs and as wel
as those that flow fromthings like inproved
economy and creation of jobs and the other
benefits that flow from energy efficiency. So
"Il just say it generally |ike that.

FACI LI TATOR NMANCARTI : Okay, great.
Looks like -- oh, Mke.

MR. RUFO  Okay, just to finish it up
and be maybe more explicit. Successfu
internalization of environmental externalities and
ot her hidden costs.

FAC LI TATOR MANCARTI: Okay, we're going
to take a monent for that.

Al'l right. Wat we're going to do now
is to post the benefits on that wall, and nobve to
a di scussion on goals, to bring it down to the
next | evel.

So as we nove some of the sheets around,
on page 2 in your handout is sort of the next box

beneat h t he over-arching goal is what we're going
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to focus on now. And that has to do with nore
specific goal identification.

So to capture these benefits that you've
listed up here, and there probably are some
addi ti onal ones on the list, the PGC program needs
to have goals that will guide the implenentation
of the program And that is to give direction for
t he program desi gn, et cetera.

So that's the level at which we're going
to talk now. W' ve got a couple of exanpl es of
what mi ght be the type of information that you
woul d like to generate in this conversation, in
t his di scussion.

Here's two different exanples for you.
The first is to reduce environmental impacts of
siting new power plants by reducing California's
20/20 peak electrical demand by X negawatts.

So that may be the level of specificity
t hat you would |li ke to share today. G eat.

Anot her way of | ooking at the | evel of
specificity around goal identificati on wuld be a
customer friendly environment in which custoners
can readily obtain and process trustworthy
i nformati on or professional services that allow

themto compare the prices and energy efficiency
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gqualities of different services and products.

That's anot her way of |ooking at the
goal s that we would hope that you would share with
us today.

Okay. So what I'd like to do is begin
t he conversati on by aski ng you what do you t hink
are the goals that this program should be. And as
you share what you think those goals should be, if
you could I'ink them back to a benefit.

You could say, this is a goal and it's
going to have this kind of benefit. That woul d
help the thinking process in devel oping the
program  Because we're trying to link the
benefits and t he goal s.

So who would like to start out? Rich.

MR. FERGUSON: | guess |'m not sure
understand this process. I mean as | understand
t he goal of this programis to mnim ze el ectri cal
| oads. That's the goal. And at | east cost, or
with the funds available.

And everything el se is a question about
how do you do that. Or what the benefits are of
doing that.

But | guess | don't understand t hat

t here' s any ot her goal here.
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FACI LI TATOR MANCARTI: Okay. Kae

MS. LEWS: What we're trying to do is
to get nore specificity to that in terms of
capturing specific benefits.

So while that's very -- and this is kind
of what we tal ked about earlier in having an over-
arching goal of energy efficiency. But, we'd like
to get some nore specific goals that actually
capture some of these benefits.

Because we can have very different goals
capturing different benefits that we' ve |listed
here around the room And the exanpl es give an
i dea of how di fferent those specific goals can be.

FACI LI TATOR MANCARTI: Okay. We've got
a coupl e of hands up. Ell en, and then M ke and
WIl.

MS. AASLETTEN This is El Il en Aasletten
agai n. It seems to me one of the things we need
to do is develop programs that are easily
underst ood by the public and can be, you know,
ener gy savi ngs or whatever we do has to be done in
tiny increments, because we can't do it in big
| unps.

You know, we can turn out the |ights,

but we can't get rid of the lights.
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FACI LI TATOR MANCARTI: Okay, thanks
El l en. M ke, and then Rich.

MR. PARTI: Yes, |I'm M chael Parti.
think one of the reasons it's i mportant to say
more than just that we need to reduce energy
consumption, is that at some point sonebody's
going to have to start worryi ng about the budgets
that are going to be spent on these prograns.

And if you want to establish some kind
of connecti on between a reasonable size of a
budget and the ultimte effect, | think you have
to say sonmething nore than a general statenent
about how we will reduce energy consunpti on by a
little bit.

I think it helps if we can have an idea
of what exact goals we're purchasi ng when we spend
t he money on these prograns.

PRESI DI NG MEMBER LAURI E:  And | think
that's a critical element of this portion of the
report that's going to be prepared. That is sone
day, whether it's a continuation of the current
program or some different program decisions wil
have to be made about expendi tures of x nunber of
doll ars.

And that expenditure better we based
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upon sone criteria. So what we're asking is
what's the criteria. Wat are we seeking to
acconplish by expenditure of these dollars.

And so if you were the deci si on- maker,
what are you | ooking for for that criteria?

FACI LI TATOR MANCARTI: Okay. We've got
W Il and then R ch and t hen Peter.

MR. NEL SON: If I could give all my sub-
goal s at once, | have two rel ated and then one
ot her one.

Conserve what is valuable in the
existing Public Utility Comm ssion oversi ght ed
programs. There's been a very | arge investment
reachi ng out into the billions of dollars into
t hese programs. There needs to be a very carefu
retenti on of what is valuable in those programs.

A related goal to this is well thought

out coordinati on between the two Comm ssi ons, the

Utility Comm ssion and Energy Conmi ssion
functi ons. This is not an either/or endeavor; it
is a both/and endeavor. That's on an

instituti onal level.
| woul d probably put that up as ny
nunber one sub-goal .

Lastly, in another area, there mght be
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some contention or msunderstanding about this,
but the electrical systemis based on a diversity
of energy sources, renewabl e as well as other
approaches. Energy efficiency, in many ways, does
feed into that.

A goal of the energy efficiency program,
and nore than peripheral, should be to support
di versity of energy sources. That's not meant in
t he sense of just strictly renewable sources, but
support diversity of energy sources. The nore
di versity we have, the nore reliability we have,
the more resiliency we have in our systems.

FAC LI TATOR MANCARTI: Okay, thank you,
WII. Ri ch Ferguson.

MR. FERGUSON: | guess the problem]l
have with it is that you're starting to talk about
vari ous assunpti ons, about the best way to
m nimze |oads. | mean, and per haps public
education is the way to do that. I don't know if
that's a cost effective way or not.

But when you get down to that | evel of
detail you' re assum ng that that's the best way to
do it, and it may be, but it's certainly not a
goal in itself. The goal is to mnimze | oads.

And the question is how s the best way to go about
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t hat .

And, you know, so maybe we shoul dn't
call this goal s. Maybe we shoul d, you know, start
talking about -- | mean mybe we should call this
strategies to reach the goal or sonething. It
woul d make more sense to me.

FACI LI TATOR MANCARTI: Okay.

MR. FERGUSON: But, you know, from here

on out what we're tal king about is ways to reach

t he goal. Not the goal, itself, as near as | can
see.

FACI LI TATOR MANCARTI: M ke, Peter,
Helen and Sy. | think M ke, you're next. Too

many M kes today.

MR. MESSENGER I think we m ght want to
spend a little bit of tinme trying to be a little
bit cl earer about goal number one in terms of
whet her or not it has that tinme dinmension to it.
Because it's not yet clear to me whether we're
talking about mnimzing electrical use at anytime
of the year; or mnim zing electrical use at tines
of the year when electricity is nost expensive.

So do you want to say peak versus annual
or I'mnot really sure what the right words are,

but I think we need to clarify that at some point
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in this discussion.

The second thing is | want to agree with
Rich that we're tal king about different strategies
now. Once we get bel ow goal number one, we're
talking about different strategies of getting
t here.

And | think it's important to |list them
nevert hel ess because we have to lay out what our
assunptions are. So |I'mgoing to put one of the
more controversi al assumptions up so -- talking
about this -- the PUC assumption is that we shoul d
strive to maxi m ze the amunt of energy efficiency
services provi ded by private nmar ket actors, and
implicit in that is get anybody from the public

sector out of that process to the nmaximum extent

possibl e.

FACI LI TATOR MANCARTI: Okay, so we'l|l
just put assumption up here, instead of -- thank
you, M ke.

We've got Peter, Ellen, Sy and then
M ke. How s that? And then Chris.

MR. M LLER  Okay, here's my list of
ways to measure, quantify and report goal s.
Specific objectives.

Megawatts saved, megawatt hours saved,
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t herms saved, pounds of criteria pollutants
avoi ded i ncluding CO2, |everaged private dollars
and ot her what's called indirect or additional
benefits. Productivity improvements, i nproved
test scores for kids, industry in-state
development, econom c devel opnent, jobs created,
all those kind of indirect benefits are i mport ant
ancill ary goal s and benefits.

FACI LI TATOR MANCARTI: Okay.

MR. MLLER That's my list.

FACI LI TATOR MANCARTI: All right.

Gr eat. El'l en.

MS. AASLETTEN: I woul d hope that any
program devel oped woul d include incentives to have
ener gy savings and efficiencies put into
facilities up front, because often you have a
budget, there are things that you shoul d do and
woul d do, but you can get another classroomin a
school if you don't do that.

And so we need sonme kind of incentives
for long-termgoals. And it has to be up front,
especially in devel oper buildings and in school s
where the budget is so terribly terribly [imted.

FAC LI TATOR MANCARTI: Thank you, ElI en.

Sy, and then M ke.
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MR. RUFQO He just said that because |I'm
a guest. | actually wanted to move my benefit
statement to the goal because | erred when |
stated it as a benefit, the internalization of
externalities, hidden costs. And | wanted to move
it over to a goal. And do so because | think that
ultimtely that's going to be a test that we're
going to have to pass.

Because as we all recall there were some
pretty heavy assaults on energy efficiency
programs in the | ate '80s. There al ways have
been, from fol ks who have a particul ar free mar ket
i deology. And | think it's incunmbent upon fol ks
inthis field to be able to show that there are
externalities and there are hidden costs and the
free market is not functioning, and that
ultimtely is the justification for public
i ntervention, just as it is for having our food
| abel ed.

So | think that's an inportant high-
| evel goal that we do that successfully. That's
just about parallel with mnimzation of the
el ectrical use, because whether one agrees with it
or not, a free market ideol ogy drives a | ot of

politics and policymking in this country. And
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unless you can show that it is not effective, then
you have a probl em

FAC LI TATOR MANCARTI: Thank you. Sy.
MR. GOLDSTONE: | pass.

FACI LI TATOR NMANCARTI : You pass, okay.

Chri s.

MR. CHOUTEAU: Yes, just to get back to
Commi ssioner Pernell's question, | think it was a
fair question, which is sort of a how much -- it

wasn't really phrased this way, but how much is
enough, or what the right goal should be.

And | agree with R ch and M ke Messenger
that this really is beginning to be a list of
strategies, and actually we could go on. It woul d
becone a program pl anning session.

I look around the room and realize that
neither | nor anyone else | can see, other than
t he person sitting next to ne, is a program
manager. And so, you know, there's probably a
point at which, you know, our l|isting of things
woul d probably be |l ess effective than some other
folks who aren't here.

But, fromthe overall standpoint, Ri ch
is absolutely right. You know, | think we really

want to -- the goal is very simple, and we want to
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keep it simple. And I really |like what Peter said
in number 7, that there are some very specific
things that can be measured and shoul d be
measur ed.

But how much is enough is really -- has
al ways been a difficult question. And the answer
has really been that what we perceive out there is
that there are opportunities. And we are driven
to do as nuch as we can to incent narkets, to
provide information to markets, to make equi pment
and services available to markets, to make desi gn
t echni ques and to i nprove on the standards t hat
run, that regulate the building industry and
renodel ing i ndustry.

Al'l of these are strategies that we use
in recognition that there is a huge opportunity
out there, without ever really defining, you know,
how many dollars it takes to capture, you know,
the total opportunity. And, in fact, you cannot
capture the total opportunity.

So what we're left with is the | ess-

t han-sati sfactory answer which is there is a | evel
of effort that has been going on in this state,
t hat people have been sonewhat satisfied with.

It's been a political and adm nistrative goal. It
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i ke to suggest that one of the goals should be to

maxi m ze the market penetration

i nterest research results.
FACI LI TATOR MANCARTI :
Nancy. Davi d, and then we'll g
Sy and WIIl and John.
MS. LEWS: Can | int

FACI LI TATOR MANCARTI :

MS. LEW S: It woul d
stating a goal if you could lin
benefit that this group has alr
think that does try to keep the
we're dealing nore on a goal le
into the strategy | evel.

Al though, of course,
between the two. And that's on
wanted to have this exercise,
our goals beconme nore operation

we wanted to get them down to a
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| evel.

So we are going to cross a little into
t he, you know, the threshol d between the goal and
the strategy. But if you can Ilink it back to a
benefit, think in terms of if we fulfill this goa
what benefit woul d we have been capturing, or what
benefits. I think that will help the discussion.

FACI LI TATOR MANCARTI: Thanks. Wo has
the m ke? Okay, you' ve got the control, go.

MR. ABELSON: I guess one of the issues
that's running around in my brain is that all the
di scussion so far seems to be focused towards the
goal of -- the over-arching goal of energy
efficiency, per se, with its correlative benefits
of inproved air quality, et cetera.

But | believe that there are many
people, particularly at the Public Utility
Commi ssion, and perhaps the Legislature, as well,
who have vi ewed efficiency of markets, energy
markets, as being a major goal of this state. And
t hat acknowl edges the lack of the probl em of
externalities, for exanple. It acknow edges
market barriers that are problems for energy
ef ficiency penetrating a market.

But it sets up the prem se that what we
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ought to be using the public goods charge for is

not exclusively resource acquisition, if | can use
a buzz word. But as a tool for identifying
i mperfections in the market, in the energy mar ket ,

which are making it operate inefficiently,
i mperfectly.

So that a specific goal of this program
m ght be just that. It wouldn't be the only goal
by any neans, but it would be a goal, identifying
what it is within the market that is operating
inefficiently or poorly or inmperfectly. | "m not
an economst, I'mnot trying to use the words
technical ly.

And then seeing how public nmoneys can be
used, if at all, to correct or adjust or
transform | know that's a word that is used,

t hose i nperfections, so that public noneys are
| ess needed in the long run to achieve the goal of
energy efficiency.

That's a long way of saying that market
transf ormati on may be, at some | evel, a specific
goal of this program Mar ket transformation to
achi eve efficient markets in energy.

FAC LI TATOR MANCARTI: Okay, thank you.

An exampl e, Davi d?
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MR. ABELSON: I cannot, because ny
know edge of the subject is very |imted, to be
frank. | suspect that there are many people in
this room both on the staff and in the audi ence,
who wi Il have some thoughts about that.

FAC LI TATOR MANCARTI: So, keep that in
mnd. W'Il bring it up later. Yes.

MS. GRI FFIN: I'"'m Karen Giffin. This
is a follow-on to M ke Messenger's proposal for
specificity of what is needed. And it relates to
t he goals of system adequacy and system
reliability.

| thought of two of them  One would be
800 to 1000 negawatts of summer peak savings in
t he period of 2000 to 2004. That's part of what's
critically needed in the area of 3000 to 4000
megawatts during that peri od.

And a second one woul d be -- this is
again for a portion of the noney -- to all ow DSM
partici pants to actually participate in the |ISO
grid planning function, where they have a process
for people to big against transm ssion projects
which would ot herw se be built.

FAC LI TATOR MANCARTI: Thank you, Kar en.

Sy. And then John. And then WII.
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MR. GOLDSTONE: Well, | just wanted to
pi ck up on one point that Chris made awhil e back
when you menti oned neasurability. | was thinking
t hat we shouldn't all ow nmeasurability to be part
of our goal because we want to do something wth
the public interest programthat woul dn't
ot herwi se be done, and one thing that the public
i nterest should have is a | ong view

Unfortunately, when we focus too much on
measurability that drives us to a short vi ew,
because it's only the near-term stuff that is
usually measurable. You can't measure sustainabl e
met hods because you're not going to live | ong
enough. So you have to do some ot her way of
holding people account able.

I"min favor of accountability but not
measurability as a goal.

FACI LI TATOR MANCARTI : John, and t hen

MR. SUGAR: A possi bl e goal woul d be
i mproving productivity of energy use. And this
doesn't necessarily mean that | ess energy would be
used, because sometimes in maki ng one factor more
productive it actually encourages the use of that

factor of production, even though it improves
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overal |l productivity

FACI LI TATOR MANCARTI: WIIl, and then
Gr ant.

MR. NEL SON: I think -- well, maybe no
one's confused, but | think there's different

orientations, there's different takes on the | ogic
on this strategy and goals. Dependi ng on what
your orientation is, what is a goal for one person
becones a strategy for anot her person.

So | want to acknowl edge what Chris and
Ri ch are saying, but let me put the framewor k t hat
" m operating in. If you added or substituted the
term| egi sl ati ve, PCGC legislative goals, or these
PGC program legi slative goals. That's the sense,
to no small extent, which I am and | think
everyone, but | amon a nore specific |evel
putting forth goals.

Sol'mtrying to give this context and
orientation. W're talking to the -- we want the
Conmmi ssioners -- the Comm ssioners nmust talk to
the Legislature, we want to talk to the
Legi sl ature by means of this workshop, through the
report.

Ot herwi se, to simply say a goal is, you

know, for health care one could say good health is
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our goal. Well, that's valid and that's the valid
over-arching goal, but that doesn't talk to a
Legi sl ature on how to draw health financing
| egi sl ation, for instance. Just trying to give an
illustration.

So, I'd like to just add one ot her
subgoal, and that's to facilitate qualified
financi ng.

FACI LI TATOR MANCARTI: Okay.

MR. NELSON. Those three words,
facilitate qualified financing. Anything that a
program can do to provide clearance or validation
or criteria, that a | oan officer can just check a
box and say, okay, it's qualified under our
criteria. That's one advantage.

The ot her advantage is potential tax
benefitted financing.

FACI LI TATOR MANCARTI: Thank you, WII.
Okay, we've got Grant and then Jody.

MR. DUHON: " m Grant Duhon with PG&E.

I think that something | was witing down earlier
as a goal really is truly a strategy according to
M ke Messenger's definition. But it does
specifically address the facilitation to a

sust ai nable econony.
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And it al so kind of addresses W II's
take on things in terms of perverse outcomes. And
t hat has to do with changi ng the structural
contractual relationships between the mar ket
actors, so that they more accurately reflect life
cycle costing and soci etal costs of energy
efficient versus energy inefficient practice.

And that's something we really haven't
addressed here that |'ve heard directly. And,
again, that is more of a strategmthan it is a
goal . But nonet hel ess, it's somet hi ng that needs
to be | ooked at because it contains elements of
being able to address many of the issues that have
been brought forth today.

FAC LI TATOR MANCARTI: Great, thank you.

Jody.

MS. LONDON. We're on the same wave
| ength, Grant and |, because | was going to say
t hat one of the goals that | see mssing here is

maki ng the whole process easier to participate in.
Sort of streamining the adm nistrative
procedures, and generally reaching more customers
t hrough t he programs.

FACI LI TATOR NMANCARTI : CGreat, okay.

Peter.
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MR. M LLER Trying to hark back to one
of the benefits. | think that a goal should be
equity, in the sense that we should try and nmake
programs avail abl e, opportunities to participate
to as wide a range of custoners as possible, and
i nsure that roughly speaki ng customer groups get
back what they're contributing to the funds.

FACI LI TATOR NMANCARTI : Um hum, great, so
that |inks back to the benefits.

MR. M LLER  Yeah, to the benefit of
creating equity.

FAC LI TATOR MANCARTI: Great, thank you.

MR. M LLER So -- don't focus all the
programs on one small group of customers. Try and
bring in as many custonmers as possible into the
program

FACI LI TATOR MANCARTI: Great. Thank
you. Rich, and then Sy. Remember, feel free to
guesti on and explore some of the ideas that have
come up, because we're not just about generating a
list of goals, we're about understanding each
ot her and what your current thinking is in this
ar ea.

So, if you mention strategies |ike Grant

and Jody, that's fine.
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MR. FERGUSON: | guess it's not up there
yet, but it was -- | thought 1'd said it
initially, you not only want to maxi m ze your | oad
reducti ons, but you want to do it at the | east
cost .

FAC LI TATOR MANCARTI: Okay, so maximze
| oad reduction at | east cost.

MR. FERGJSON: Ri ght, in other words, we
only have a certain pot of nobney, and you want to
get the maxi mum bang for those bucks that you
possibly can.

FACI LI TATOR MANCARTI: Right. Thank
you, Rich. Sy.

MR. GOLDSTONE: Picki ng up on the point
t hat you made a few m nutes ago, which | agree
with, is that it is sonewhat simlar to the
general point made in the PUC docunment of March
'98, where they called for achieving well
functi oni ng, self-sustaining markets of which, you
know, that would be an exanpl e of the kind of
thing you woul d do.

And in their docunent they actually a
whol e list of things. I"m not going to read it
because it's so |l ong, which I think would fall

into that category of a well functioning mar ket .
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So l'd just like to put that up there with
reference to the PUC document. Roman | 1-V.

FACI LI TATOR MANCARTI: Okay, well
functi oni ng market. |"msorry, | can't see your
nanme tag.

MR. McNULTY:  Mark.

FACI LI TATOR MANCARTI: Mark. Would you
i dentify yourself and your organization?

MR. MNULTY: I've got two mcrophones
it | ooks like.

FACI LI TATOR MANCARTI: Thanks.

MR. MNULTY: Yeah, I'm Mark MNulty
representing San D ego Gas and Electric. And when
we started out at the beginning we talked about
t he over-archi ng goal .

| think one of the reasons it was
i mportant that we did not include the word -- or
t hat we do not include the word sustaining is
because it appears to nme that this creates a
| oophole. And so when this gets put into
| egi sl ati on, somehow it creates this loophol e.

And we believe that there are certain
markets that may never be transformed. One of the
things we believe is that it's pretty unlikely

t hat residential custoners are going to call and
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pay for audits. Maybe some, but to get relatively
hi gh saturations of this, however, residenti al
customers pay into the public goods charge, and
t hey should recei ve benefits.

So I 'm ki nd of piggy-backing on
sonmethi ng that Peter said is, is that very very
smal | comnerci al custoners and residential
customers may just need to get service. And
they're paying into that and they should receive
services.

And so we want to make sure that the
wording of this doesn't preclude that by saying
t hese t hings have to be transform ng markets or
sust ai nability, or what-have-you. And that's
basically -- | think it's inmportant to make sure
t hat market transformati on doesn't squelch a | ot
of what's happened and what customers have
received as far as know edge and benefits and
things like that. Thank you.

FACI LI TATOR MANCARTI : Ckay. Sy

MR. GOLDSTONE: Just picking up on the
| ast point, there are a number of things, you talk
about the small residential customer, for example.
Li ke we know from studies that were done in the

'80s that there are many things we could do to
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i mprove the functioning of markets for small
resi denti al custoners that are difficult to
measur e, but they could have sustainable benefits.
And we haven't done that.

You know, an obvi ous exanple that we all
know about, WIl et Campton comes here about once
every three years and tells us how terrible
utility bills are for purposes of hel ping

cust omers understand their energy use.

Not a single utility in all these years,
as far as | know, has ever done anyt hing about
that. Well, | think it's because we're too

focused on the short-term and measurabl e resul ts.
There are probably ot her reasons, too.

So that's the other risk, by not having
self sustaining in the |legislation, we wll
continue to forego those things that really do
have sustai nable benefits because, you know, they
aren't measurable, or they don't deliver enough
megawatts in the short termthat we can get out
teeth into.

MR. MNULTY: And let nme just make a

[ittle clarification. | didn't say -- when |
| ooked at sustainability | didn't necessarily mean
that the benefits weren't sustaining. Customers
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may retain the i nformation from an audit for a

nunber of years.
What | neant was that
to -- it's very unlikely you're

you' re not goi ng

going to create a

market where these private compani es providi ng

audits to customers for fee. And so a sustainabl e

market in that respect where you're going to

create an industry, | think that's what | neant.

Whet her there's sustai nabl e benefits

t hat people have cognitive ability to remenber

things that you told them | think, that's great.
And | think we believe that people will remenber
and that there will be sustainable benefits.

But, we don't believe

there's a

sust ai nable industry that's going to cone about in

the residential audits in dealing with small

commercial customers, as well.

Smal | commer ci al

customers are even tougher to reach than

resi dential custonmers for a number of different

reasons.

One of them that we hear fromthe

Nati onal Association of Energy Service Compani es

is that their credit worthi ness

is pretty bad.

You may provide a service and their check bounces.

And so a lot of people don't want to work with the
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And rel atively speaki ng, the owners of

t hose businesses wear nmany nany hats. And
worryi ng about $100 a nmonth electric bill is
m nuscule on their radar screen. And so would

t hey ever go out and do this on their own, would
busi nesses ever provide these services? W don't
really think so. And we want to make sure that
the policies that come out of this report don't
squelch that activity in the future. That's what

I nmeant, Sy.

72

FAC LI TATOR MANCARTI: Thank you. M ke.

MR. RUFG Yeah, M ke Rufo. " m gl ad
this point was raised. In my opinion there's a
real false dichotomy going on between, | think,

the issues that Mark's raising betwen nmar ket
transformati on and resource acquisition. Maybe
["1l follow up on that | ater.

But, getting to Mark's specific point,
think it may be true ultimately that there are
sonme markets where we are not able to create
market transformati on. Do | think we know t hat
yet? We're not even close. I mean we don't have
a clue. W have never fielded over the |ast 20

years a suite of programs that were really market
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transformati on oriented. The current crop of
programs are not.

So before we put up the white fl ag,
which we may ultimately have to do in some
markets, let us go down with guns bl azi ng, knowing
that we really gave it the best try, and marshaled
all of our intellectual and other resources to try
to effect these markets.

"1l leave it at that for now. There
are nore specifics | may get into later.

FACI LI TATOR MANCARTI: What 1'd like to
do now is to do an open m ke, which is to allow
the fol ks that haven't had a chance to tal k yet,
to tal k. Because you're thinking about this,
can see that you're thinking about what's going
on. And I'd like to give you a full opportunity
to share your thoughts about what you've heard
your coll eagues in the room say.

So, just be ready to provide a mke to
sonmeone who would like to just share their current
t hinki ng that's going to help us all if we get as
many i deas out and as many perspectives as
possibl e.

So this is sort of an open m ke, and

we'll do about ten m nutes of it. El len, start.
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MS. AASLETTEN: |"ve spoken before, but
I had one other thing to say. Since I'mwith the
Depart ment of Education | think that one of the
things we need to have as a goal is that we do
have sone sort of an educational programt hat
woul d t each people to live within the environment
as it exists.

You know, it's only been 25 years or so
that air conditioning in cars and in houses was a
standard attri bute. Before that we knew how to
ventil ate our houses, to cool them off at night.
And we knew how to |limt our driving so that we
didn't drive during the heat of the day.

Maybe we need some attitudinal changes
and that only comes through education.

FACI LI TATOR MANCARTI: Thank you.

MR. MATTHEWS: Two thoughts. One in
response to Mark's point and the reactions to it.
I think there ought to be a goal that says
sonmething |li ke serve the underserved, because
there are some markets that are going to be very
di fficult to transformto get the private market
to serve without a public subsidy of sone kind.

And then the other one is that those of

us who have been in the business for a long time
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have seen the consequences of stopping and
starting programs and major changes. So |I would
adopt as a goal mnim ze disruption, or do-no-harm
ki nd of a goal of what's already ongoing.

FAC LI TATOR MANCARTI: Okay, here's the
opportunity, once again, for the fol ks that
haven't had a chance to talk, to do some
refl ection.

Pardon ne?

AUDI ENCE PARTI Cl PANT: A monent of
silence.

FACI LI TATOR MANCARTI: A monent of
silence. Sonetimes you need that to coll ect your
t houghts. All right, WII and then M ke, and then
we'll go on to anot her question that we'd |ike you
to | ook at.

MR. NEL SON: I would like to just
reflect on Mark's point. On point | agree that
sust ai nability should not be a confining criteria.
That we're going to omt efforts in all other
areas. So | would al so echo what Scott Matt hews
said.

Of f point, though, but related to what
Mark said, because this is an area that our

organi zation focuses on, | don't believe that
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we've even begun to explore the potential of what
bill presentation, bill formats, bill graphi cal
derivatives, the presentation to the residenti al
customer and the small commerci al custoner, what
it can do.

The bill is highly regulated territory
which the utilities protect almost |ike no other
area, except perhaps for the nmeters, thenmsel ves.
And what the distribution of the meters are. And
who owns that neter.

So, | would pose that this is an area
for very fertile custonmer choice, market
development, and many market-dri ven opportunities.
So, in that respect I'"min fundanent al
di sagreement with what he said in the residentia
sector.

FACI LI TATOR MANCARTI : M ke and then
Davi d.

MR. RUFQG  Yeah, | wanted to add as a
hi gh | evel goal to help California citizens and
busi nesses i nprove |i nkages bet ween their
environment al and i n parent heses energy efficiency
related attitudes and their energy related
behavi ors and practices.

Because one thing that we find in lots
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and lots of research that we do is, you know, the
environmental attitudes are great. It's the
taki ng the i ndividual action and connecti ng the
everyday actions that individuals take to the
soci al consequences of those actions.

And | don't think -- | think programs
are afraid to address that issue, the whole issue
of hel ping people to do that, or raising more
suasion in trying to link these big picture;

i ssues ever since Jimmy Carter, there's a real
aversion to trying to do sonethi ng.

Al nost |i ke you | ook at the anti-smoking
canpai gn that California's been running. Wat
woul d be the effect of some of those types of
programs if we ran -- there's a real fear in
trying those, because they're very public. And
you put out a public programlike that, that does
use mass nedia. If you fail, there's a reason to
fear the consequences.

But, again, that doesn't mean that we
shouldn't | ook at those things at some point as a
means to try to address some of these gaps bet ween
attitudes and behaviors.

FACI LI TATOR MANCARTI: Thank you.

Davi d.
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MR. ABELSON: Yeah, | just wanted to
correct actually a point that's attributed to
something | said under number 13. | was
definitely interested in identifying where the
markets are or are not operating well. | think
t hat should be a critical objective or goal of
this program And to try to figure out whet her
public dollars can be used to correct those
probl ems.

But, the last clause is a
m sunderstandi ng of what | said. | don't
presuppose that public dollars as a result go down
at the end of this at all. They may go up. It
may turn out that for the various reasons the
parties are saying, that markets are sinmply
sufficiently flawed that the public benefit cannot
be captured wi thout active public intervention on
a continuing basis.

On the ot her hand, it may turn out
markets can be corrected and the | evel of public
doll ars may be able to go down.

So | just didn't want to be listed as
saying that the public dollars must go down at the
end of the program

FACI LI TATOR NMANCARTI : Okay, great,
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t hanks. Ell en, and then we'll move on to our
final question before lunch.

MS. AASLETTEN: This is just sort of a
general observati on. I would hope that anyt hi ng
that this group does doesn't do it in isolation.
Energy use is very nuch closely related to other
soci etal needs. And we need to improve security
so people |l eave their wi ndows open and things |ike
that. W need to start thinking in terns of how
this interrelates with the rest of the world.

FACI LI TATOR MANCARTI: Okay, all right
Let's move on to our final -- oh, I'msorry,
Patrici a. | didn't see your hand.

MS. CASSERES: My name is Patricia
Casseres, and | work in power quality with Science
Applicati ons | nternational.

I just wanted some piggy-back on
sonmething that Ellen sai d about educati on. I
think 1'd like to tie that to the benefit that we
talked about in terms of intergenerational
benefits.

At the time that we talked about that we
were just talking about |eaving energy so that --
or |l eaving resources so that future generations

wi Il have them. And I'd like to pose the idea
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t hat part of what we | eave the generation is a
phil osophy so that when we talk about item number
26 in the goals, that that educati on programis
taken to the schools so that we are making it part
of the course work that we're teaching the kids in
terms of, you know, the benefits and what our
natural resources are, and how to conserve them,
so that it is institutionalized in that way.

FACI LI TATOR MANCARTI: Thank you,
Patrici a.

The final question before our lunch
break that we want some of your thinking on is
your understandi ng or your perception of which of
t he goals, of the potential goals here, are in
conflict with one anot her. Do you want to start
Davi d?

MR. ABELSON: Yeah. The one that
i medi ately saw as being in conflict was this idea
of equitably disbursing the resources to rate
cl asses and maxi mzing the benefit of the program

Self-evidently that may or nmay not be
possible. Your big savings may be in the
i ndustrial sector. And yet if you take a third of
t he money and give it to residential, then you

haven't -- you've achieved equity between rate
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cl asses, but you haven't necessarily nmaxi mzed
your benefits.

FACI LI TATOR MANCARTI: Which of the two
nunmber s?

MR. ABELSON: I"'msorry, | didn't look
at the nunbers.

FACI LI TATOR NMANCARTI : You're starting
to mumble a little bit, so could you just
reiterate that very quickly for --

MR. ABELSON: I think trying to
di stri bute the program equitably bet ween rate
cl asses, people are paying in, may not produce the
maxi mum bang for the buck in terms of energy
ef ficiency.

FAC LI TATOR MANCARTI: Okay. Peter, do
you have some ideas on whi ch ones m ght be
conflicting?

MR. M LLER I guess I'd try and answer
the question in a different way, which is this is
a big public program and like every other big
public programthere are multiple goals.

And you can't focus on one to the
excl usi on of others. You' ve got to satisfy
multiple objectives. And that naturally means a

comprom se for any of them
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So they're not necessarily in conflict,
it's just it's a multiple objective equati on.
You' ve got to satisfy a variety of political,
techni cal and ot her goal s.

FACI LI TATOR MANCARTI: Okay. M ke, and
t hen Sy.

MR. PARTI : "' m M chael Parti. I think
t hat what we need to keep in m nd when we have
multiple goals like this is that we don't really
know what the trade-offs are at this point,
because we don't really have a well specified
model that describes the relationship between any
of the programs and any of the goals. So in the
absence of that it's pretty hard to tal k about
what the tradeoffs are.

But, there probably are going to be some
tradeoffs that we will observe. W' Il see that

probably when we actually design these programs

some of themwill work well for sone things, and
some of themwill work well for other things.
And at that point we'll probably have to

have a way of deciding which kinds of goals are
more i mportant. So, what we do need to add to the
di scussion at some point is how we're going to go

about resolving conflicts among the goals. Do we
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Does some brave
say well, the

much pollution is

this much? O do we have some other ki nd of

weighting schene that we use instead?

We need to come up wit

h some ki nd of

solution to that problem or we won't be able to

resolve any conflicts among goal

S.

FACI LI TATOR MANCARTI: Thanks, Mike
Sy, and then Chris, did you indicate that you
want ed to speak?

MR. GOLDSTONE: Actually, picking up a
little on that point, Mke, let's look at goal 22
for exanple, maxinm ze |load reduction at | east
cost .

I think it's a good goal, but | m ght
argue that the way we would do this is by having a
sust ai nable effect, because just a little
reduction that is sustainable over a long period
of time will easily swamp a much bigger short-
term But it's not nearly as measurabl e.

So there is no way of quantitatively, |
t hink, resolving that. So there is the question
of how -- and | think there's sone real conflicts.

I think some people really don't
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reducti on occurs until you can really measure it.
Ot hers m ght believe otherwise.

I don't know if there is a -- | don't
think there's an easy way to resol ving that
conflict, but | think that's one of the challenges
we have.

FACI LI TATOR MANCARTI: Great, thanks.
We've got Chris and then we've got Rich and then
M ke agai n.

MR. CHOUTEAU: Thinki ng about these in
terms of strategies, it's not so inportant in
terms of what conflicts there are between them,
but as you said, how do you deci de which str at egy
to foll ow or give priority to.

And | think if you look at it that way
it's sinply a planning i ssue of where are the
opportunities, and what are the strategies most
likely to capture the opportunities

And there are some of these which my
have hi gher value than just the energy efficiency
they deliver. |If you look at the concept of
equity, there may be a reason for this Comn ssion
or the Public UWility Comm ssion or the
Legi sl ature to decide that equity is an i mport ant

goal . It certainly has been a goal in the past.
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That has a value as a strategy in terns
of furthering energy efficiency. But it may have
a higher priority for other reasons

So it mght be i mportant for the
Commission to take into account when you | ook at
these strategies, are there some of these
strategies which have a priority that go beyond
t he ori gi nal goal.

Because the original goal is very
sinmple, and that's the achi evement of energy
ef ficiency, as was stated earlier.

FAC LI TATOR MANCARTI: Great, thank you,
Chri s. Rich and then M ke.

MR. FERGUSON: This is sort of picking
up where | thought Chris was going to go. I think
what we've got are various strategies to reach the
goal , and there are very definitely conflicts, or
potential conflicts between those.

Because in a |l ot of senses we don't
know, for example, you know, these various other
subsidi ary goals which may be required
politically, or be cool things to do. But may
very well be in conflict with | east cost | oad
reducti ons.

But | think those are conflicts in the
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strategies, not in the goals.

FACI LI TATOR MANCARTI: Okay. M ke and
t hen Sy.

MR. PARTI: This is M chael Parti. I
woul d like to comment on Sy's point having to do
wi th measurability. | think that as far as the
goals go we really do need to concentrate on
t hings that are measurable.

We need to know at |east whet her we
think they're going to go up or down as a result
of a particular policy. And some of them may have
a natural metric, others m ght not. But we need
to be able to say this is going to go up by so
much, as a result of this policy.

And furthermore, getting back to this
trade-off idea, | think the inportant thing is
that for each goal we need to be able to say I'm
willing to give up this nuch of this goal in order
to buy some of that other goal. So I'mwilling to
gi ve us this much pollution in order to buy, |
don't know, sonething else that would conflict

wi th pollution, let's say. Some | ower cost thing
or something like that.
FAC LI TATOR MANCARTI: Thank you. Sy.

MR. GOLDSTONE: Yeah, | think | disagree
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with M ke on that point, but |I'mnot prepared to
discuss it till I talk to M ke more.

But | was going to make a comment on
Chris' point about there are other reasons that
are outside energy efficiency that the legislators
may have, and | think that's absolutely right on.
And | think that this is probably one of the
reasons why there are people who prefer sonething
called the market transformation approach.
Because they see that as consistent with some of
t he nonenergy rel ated values that attach to the
operation of a free market. More intelligent
consumer choice, stuff like that.

So that, to nme, is an important point.
| agree with Chris on it. And we should keep it
in mnd.

FAC LI TATOR MANCARTI: Okay, any other

comments on conflicting goals?

MR. ALVAREZ: I guess it's not a
conflict, but | guess the issue | see is trying to
reach, you know, this issue of this -- | mean

there are things that you are going to do that are
market - rel at ed. I think you can put those things
in one category.

And then the other category you put
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things that are just social wel fare functions
And you're doing them for a social purpose. And
quit trying to m x the two.

You know, if you could sort those things
out | think you' re making progress. But it's hard
for me to kind of figure out how some of these
t hings, you know, get done sinultaneously when
they're really social welfare activities, and some
are mar ket-based activities.

FACI LI TATOR NMANCARTI : Good, great.

Ok ay .

MR. ABELSON: Manuel, from your
perspective, and | don't know whet her this is on
behal f of Edison or just your personal
perspecti ve, either way is fine, would you believe
that the energy efficiency program as it noves
forward after the year 2001, should, in fact,
attenpt to do some of both things? What you
call ed social welfare functions and perhaps it's
fair to | abel them market-transformtion
functi ons?

Or do you believe it should only do one?
Or should it be doing neither? O what's your
opinion on that?

MR. ALVAREZ: I guess | think you should
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do both, you just distingui sh which one you're
doing, if possible. It gets clouded, | mean |I can
see the interface when you have an i ssue of a
market barrier or a market failure that you can
argue that it's a social welfare function, you're
trying to solve it.

But assuming you can sol ve that barrier
problem then the market should be able to operate
on its own.

So, to me it's a difficulty you're going
to have froma policy perspective, is kind of
sorting that demarcati on out between a social
activity and a market - based activity. And maybe
the resource acquisition and the mar ket

transformati on as the euphenmi stic terms you use

for that.

FACI LI TATOR MANCARTI: Okay, WII.

MR. NEL SON: I think there may be --
well, I'mquite certain there are conflicts with

t he number 2 goal, devel op programs easily
underst ood by the public.

Now, the intent behind that goal |
understand. And actually on another level that
goal is one of the over-arching goal s of market

transformati on, which is where customers and
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i ndi vi duals approach their choices and use of the
ener gy knowl edgeably, on their own basis.

But to separate this out, do they need
to have extensive know edge of the programs, or
even moderat e know edge of the prograns for them
to be at that point. I would say no.

And this is an i mportant point, because
it is often a concern about, you know, these
programs bei ng what they are in the public domain,
t here needs to be access to how they're devel oped
and how they're i nplemented. And that's the job
of public agenci es.

But, I no more need to be an expert
mechani c on my car in order to be very proficient
in operating it in many ways than do | need to
have t he ki nds of understandi ng and depth of how a
program wor ks.

So, --

FACI LI TATOR MANCARTI : Right, thank you,

W |

MR. NELSON: Thank you.

PRESI DI NG MEMBER LAURI E:  Ell en.

MS. AASLETTEN  Well, since that was, |
t hink, nmy point, what | nmeant was we need to have
forms that people go down and they say, | want to
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do X, Y and Z. And you give them back an easily
underst ood program on how t hey can access what ever
it is you've got. If you' ve got moneys to give
them, or if you ve got information to give them,
or if they ve got rules to foll ow

Ri ght now most of the -- you know, | get
calls all the time from school districts asking
me, how do | get a grant to do something, to get
pl aygr ounds done. Well, it's too hard to find out
how to do it, you know, for these peopl e.

FACI LI TATOR MANCARTI: Thanks. Okay.

t hink what we m ght do now is -- WII?

MR. NELSON: Just briefly. This is not
argunentative at all. W' re on sonething that's
very very fundamental that's going on in social
programs and public programm ng on anot her | evel.

This concept of enpowerment or choice
and at what level it occurs, and people in the
working group, sone people in the working groups
just for your information on these programs, had
vi ol ent disagreement with the use of the term
program, okay.

It was a philosophi cal concept that they
didn't want the services to be programdriven and

program structured, but to be structured in such a
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way that services present to the public -- and
here's to support your point -- in an easily
recogni zabl e way, so they can make a deci sion on
t heir enmpowerment basis, rather than a
programmati c appr oach.

So on one level I'"'min conplete support.
But on anot her level, this is a chasm There's a
big divide between how public agenci es and public
programs are delivered, and often this idea that
t hey need to expose t hemsel ves and adverti se
t hemsel ves to the public is often very self-
serving for them to continue to do what they're
doi ng.

The cl assic exanmple, and |I' m not goi ng

to pick a side either way, is vouchers and school

choi ce.

FAC LI TATOR MANCARTI: Okay, thank you,
W |

It seems as though we have reached the
end of our conversation this norning. | thank you

for your attention. W' re going to end a little
bit early.

It's alnost ten after 12 right now, so
why don't we ask you to return by 1:15, and we can

get a bit of a head start in the afternoon
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And | thank you for your participation
and look forward to the framework conversati on
this afternoon.

(Whereupon at 12:10 p.m, the workshop

was adj ourned, to reconvene at 1:15

p.m, this same day.)

--000--
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AFTERNOON SESSI ON
1:30 p. m

FACI LI TATOR MANCARTI: Thank you. We
have one itemto assist in the recording process
and that is to make sure that everyone has signed
in. So l'mgoing to start the sign-in sheet from
this side of the room And if you can nake sure
t hat you convey it to the next person and sign up.
Thanks.

Yes?

AUDI ENCE SPEAKER: Wen we cane in we
signed up last tine, didn't need to do that? Was
t hat incorrect?

FACI LI TATOR MANCARTI : It's preferable
if you sign again. You nmean |last workshop? Yes
If you sign again that would hel p our recorder.
Thank you.

Al'l right, what we m ght start with is a
few comnents from John Sugar about the process
t hat we are going through together. And, please.

MR. SUGAR: kay. Just a process
comrment. Normally when the Energy Conmission is
involved in a policy report there will be a series
of wor kshops and/ or hearings. And then often a

series of draft reports upon which individuals and
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st akehol ders have an opportunity to comrent.

Because of the truncated process that we
are going through this time, there will be one
draft report. We anticipate making that public at
t he beginning of November after furious writing.
There will be a week or two for stakeholders to
review it, get their comrents together.

There will be a workshop in md-
Novenber, and then the begi nning of December st aff
delivers the report to the Commi tt ee.

Because this is going to be very late in

the process it makes it nore difficult than usua

to incorporate comments in the final draft. And
there will be rmuch nmore limted opportunity to
comrment because there will be only one draft.

So please, if you have comments that you
coul d make t oday, but are holding in order to have
a draft on which you can -- with which you can
sort of couch your comments, we far prefer to hear
t hem t oday. We have much more opportunity to
i ncorporate material, determne howit's going to
af fect the report if we hear today than if we do
| ater in the process. Because t he changes t hat
we'll be able to nake near the end are going to be

probably somewhat more |im ted than we' ve had t he
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opportunity in other reports.

Thank you.

FAC LI TATOR MANCARTI: Thank you, John
M ke.

MR. MNULTY: I just have another
procedural question, John. Last time at the
workshop I'd asked how we could get this
i nformati on and | signed up for the e-groups that
you' d asked ne to sign up for. But | didn't get
anyt hing yet. But | know other people that
received stuff before | signed up.

I was under the inpression that once you
signed up you got everything fromthe docket. And
apparently that isn't the case. It's sort of like
t he CBC groups, that you get everything fromthe
time you sign up on.

And | understand those things that are
out there, 1'd like to be able to get them and
don't know where to find them

The other thing | was going to point out
is that in the packet that you gave the last tine
it said here's what you do to sign up. You go
there and it says, this page is the wrong page
now. I f you do what it says, when you get there

it says something like this website has moved, or
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this is gone, or | don't know exactly what it
says, but I remember -- so then | had to go to the
hone page and do a search, and then | found the
pl ace.

So my question is how do I get all the
i nformati on that's been sent to you fol ks --

MR. SUGAR: Just one question. Are you
on the list server now?

MR. M NULTY: Correct.

MR. SUGAR: Good. W've been | ooking

intoit. The person who's been doing it isn't
here. Maxi ne is out today. But let me find out
what the status of that is and we'll nake sure

everyone is notified about how to get docunents.
Because | know t here have been discussi ons goi ng
on with our list server peopl e.

MR. McNULTY: Ckay, good.

MR. SUGAR: Thank you.

FAC LI TATOR MANCARTI: Okay, thank you.

Just to kind of start the conversation
of f, before we junp into the franework there's
been sone di scussions about sort of picking up a
[ittle bit around the conflict that we were
talking before, about potential conflicts between

goal s.
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And John actually said I'd Iike to have
some quick discussi on when we return from lunch,
around a particular conflict issue. So, John, if

you could introduce that and --

MR. SUGAR: I shoul d have hel d onto
this. I m ssed some of the discussi on on
conflicts, but one conflict that | wanted to make

sure came out is the potential conflict between
t he goal of reducing energy use and pursuing
energy efficiency.

Because while efficiency often reduces
energy use, | don't believe it is a given that it
reduces energy use. In fact, in some cases energy
efficiency is the basis for activities which have
been considered to be load building by utilities

And in the industrial sector, if we do
come up, for instance, through the PEER program,
wi th more efficient ways of using electricity to
acconplish processes whi ch have previously either
used ot her fuels or haven't used energy, we could
end up using more energy, although total out put
may increase.

And given that difference |I kind of
wanted to get that on the record so that if there

was going to be discussion about it, we had an
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opportunity to hear it.

FACI LI TATOR MANCARTI: So let's take a
few m nutes, maybe up to ten mnutes, if folks
want to provide some input in this particular
process around energy efficiency and conservati on.

M ke's shaki ng his head al ready.

MR. PARTI : "' m M chael Parti. I think
it's a very good point because you could have a
situation in which you gave one of the dreaded
rebates to increase the probability that peopl e
woul d buy efficient air conditioners, and at the
same time when you did that you m ght actually
i ncrease the saturation of air conditioners.

So you would end up with | oad buil di ng
even at the same time you would have the average
ef ficiency of the appliances getting better. So
it's a real issue.

It really bring up the questi on of how
we val ue the various goals. You know, you ask

your sel f why do you want to decrease energy

consumpti on, what's the purpose of that. Is that
worth -- let's say you would |i ke to decrease
ener gy consunpti on. Is that really worth -- is

t he danger of increasing energy consumpti on worth

not having an energy efficiency program Wuld it
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justify not having an energy efficiency program

There are actually benefits even when
you are increasing energy consunption. After all,
people do get the added benefit of cooling. So
there is a social good that does come fromt hat.

So | think this whole issue really does
point up the necessity for being able to val ue
across goals. So how do you decide what the
tradeoffs are across these goal s?

FAC LI TATOR MANCARTI: Any foll ow up
guesti ons or comments? Yes?

MR. ALVAREZ: You know t he question
about this --

FACI LI TATOR MANCARTI: Coul d you
i dentify yourself, please?

MR. ALVAREZ: Manuel Alvarez

FACI LI TATOR MANCARTI: Thank you.

MR. ALVAREZ: This increase of
saturation of air conditioning, | guess it
fundamental ly, from my perspective, gets to a
guesti on should this program be asking the
guesti on shoul d that consumer have air
conditioning at all.

And |'mnot sure, you know, that's the

scope of issues you want to get to. If the
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you shoul d provi de them the most
conditi oner you can.

But the bigger soci al
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efficient air
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t hen

shoul d

t hey have it or not, | don't think the Comm ssion

wants to go there. And |I'm not

even sure it

should go there. But I'"Il leave it at that.

FAC LI TATOR MANCARTI :

Okay. Ot her

i deas? Peter.

MR. M LLER  Yeah, 1'll take a little
stronger position. | would say |I'm pretty sure
that the Comm ssion should not go there. | don

think we need to be too concerned with it,

And there is a | arge body of research

and evi dence on this very issue,

and in

particular, for exanple, on the question of air

"t

either.

conditioning. |If you're giving sonmeone a $200 or

$300 rebate, it's very very very unlikely that

that's going to be what tips them over the

t hreshold of deciding to install

conditioning system

a $5000 air

Unless they were already going to do

the $200 rebate is not going to make the

di fference.

And in general that's the case for 99
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percent of the programs and the efforts that have
been run. There's a couple of instances in which
t here' s docunented bounce-back or take-back, to
use one of the technical terms, in the literature
of where if you insul ate soneone's hone they may,
in fact, turn up their thernostat a little bit
more in the winter or turn it down in the sunmmer,
because their bill goes down and t hey feel
confortable taking some of that back

But it's a limted phenomenon and not
one that | think is fundamental to what we're
trying to achi eve here today

FACI LI TATOR MANCARTI: Okay. W I, and
t hen Ri ch.

MR. NEL SON: I'd like to speak to the
same i ssue of the air conditioning in residences.
It is an issue and it's a good illustration of the
| arger support for electric technologies issue.
And |I'm glad John Sugar is putting this on the
record, that there is a tension there in the
specific support.

Where the Conmi ssion does want to go is
should there be assessnents on a technology- by-

t echnol ogy or product-by-product basis if such

tensions are substantial. Yeah. Pr ogr am
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revi ewers and nmanagers do want to go there.

And where the Comnmi ssion wants to go is,
as a matter of public policy should public goods
funds, be supporting strategies that incentivize
and grow those markets.

That's a very different question than
t he nmore Draconi an question bei ng posed which no
one asked, are we going to tell the consumer that
they can't buy an air conditioner or not. That
guesti on hasn't even been put on the table. And
t hat was kind of implied, | think.

Just anot her footnote on this area,
because it is an area potentially subject to
regulation, and bei ng addressed by public policy.
And an example of that is we could say in say
transitional or more borderline or questi onable
climate zones where home developers and production
buil ders are installing air conditioning in
virtually all of the houses, because they deemed

and determ ned it hel ps sell their houses.

Public policy still mi ght dictate at the
same time they install time-of-use meters. And
the Public Utility Comni ssion rate schedul es, any

hones built after year 2000 that have air

conditioning in certain climte zones must use
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ti me-of-use nmeters. And that is a way of
addressing it.

FAC LI TATOR MANCARTI: Great, thank you,
WIll. R ch.

MR. FERGUSON: | think if this program
gets into |l oad building you'll have an awful hard
time justifying it. It makes reliability worse,
it increases costs for all custoners. There are
sonme private benefits to those programs, but
don't see any public benefits at all.

But in a larger sense | think this
raises one of the questions that so much in the
past so much of the focus has been on sexy new
t echnol ogy, which | think has been a m st ake.

I nmean the problemis we've got the old
junk still around. And it would be my hope that
the focus is on inproving the existing
i nfrastructure rather than buil ding new | oad
buil di ng infrastructures.

I think this would be awfully hard to
justify on a public goods charge to the
el ectricity custoners.

FAC LI TATOR MANCARTI: Thank you, R ch.
Any final conments or thoughts on this particul ar

i ssue that John brought up?
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Al'l right, okay. Well, we're ready to
move on into our next section which has to do with
program planni ng framework. So we're going to
move t hese notes away and have Kae gi ve sone more
materi al, and then we'll move back into a
di scussion.

MS. LEW S: Look in your handout package
for the figure that | ooks like this. Wat |I'm
going to do is walk through this. Okay, does
everyone have one?

PRESI DI NG MEMBER LAURI E: Kae, before
you get into specifics, can you put this
di scussion in context of the report? That is,
we're here today for a couple reasons. One, we
want to tal k about this stuff, but the reason I'm
here is because we have to wite a report. And
the report says we're to do very specific things

Can you discuss the relationshi p bet ween
t he proposal that's been put out on the table by
staf f and how it relates to the report that we
have to write by January. \Where does it fit in.

MS. LEWS: \Were that fits inis --
wi |l hopefully be addressed by tal king about this
f ramework. Because what it is is a -- the

concepts that we have been talking about in
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devi sing a planning process for programs. And we
want our goals to be linked to that process. It's
really this planning process that has to support
t he goals, it has to be designed to fulfill those
goal s.

So the linkage between t he di scussion we
had this norning and t he di scussion that we're
about to have is that we have spent this morning
talking about benefits and talking about specific
goal s.

What we'd like to do nowis tal k about a
way to achi eve those goals using a particular
process.

PRESI DI NG MEMBER LAURI E: Kae, let me
t ake you of f track here for a second, and
apol ogi ze for doing that. And | may be the only
one in the roomthat is insecure about that nexus.

It is staff's position that 1105, the
1105 report requires a discussi on about program
process, is that right?

MS. LEW S: Ri ght .

PRESI DI NG MEMBER LAURI E: Does anybody
in the room di sagree with that? That is, and |'ve
read 1105 a bunch of times, and there's soneti mes

I think I understand what it says, sometimes |'m
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not so sure.

We are about to enbark on a discussion
of what is felt to be believed a maj or el enent of
what's going to be in the report. Does anybody
have a sense that in fact this is not required or
a mandated element of the report?

MR. FERGUSON: | n my opinion what the
Legi sl ature is looking for is much nore the
princi ples by which the Fund is going to be
managed, nore than the procedural details.

And when | saw this what | think has
been assuned is that there is a process that is
going to happen that | ooks something like this.
But to ny m nd that makes some assunmpti ons about

the overall strategic way that this nmoney is going

to be allocated with which |I'mvery unhappy.

So, | don't know if we need to go here
or not, Commissioner, | don't know t he answer.
But, | think the Conm ssion does have to recommend

some general principles that are going to guide
t he devel opment of the process.

And to ny mnd that's the discussi on we
need to have first.

MS. TEN HOPE: | just didn't catch the

| ast part. You said there were sonme assumptions
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t hat you' re unhappy about? Was that right? |
didn't quite get that. Assumptions in the
framework or - -

MR. FERGUSON: Yeah, | think to conme up
with this you had to make some assumpti ons about
the principles by which the money is going to be
al located that get you to here. And | think those
are what we need to discuss first.

MS. LEW S: Do you nean nmaking decisions
about goals before --

MR. FERGUSON: No.

MS. LEWS: -- we talk about this?

MR. FERGUSON: No. As | commented at
the last workshop, to ny m nd the principles
should be that this money shoul d be all ocated on a
competitive basis, you know, competitive, |east-
cost basis to the extent feasible.

And it should be market driven, you
know, fromthe bottom up, so to speak, rather than
fromthe top down. This is a top-down ki nd of
approach that | don't see is least cost based and
so on.

So, those are the kind of global
deci sions that | think you need to make before you

get to here. And when | saw this kind of top-down
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approach, to my mnd you had al ready nade the
deci sion that this was not going to be |least-cost
market -driven ki nd of process.

So, -- am |l nmaking nyself clear?

MS. LEW S: | think so. But | don't
think you'll find that in this approach. Maybe
the figure somehow |l ooks t op-down, but that's not

what is intended.

MR. GOLDSTONE: I just wanted to agree
wi th one thing you just said. I think to some
degree, in terms of 1105, they do ask us to dea

wi th principles. So | think to the extent this

relates to 1105 it's about such principles as we
shall, you know, as it says in the little three-
pager.

One of the principles would be, we're
going to use a portfolio strategy as a neans of
reducing risk. We're going to understand that
ot her principles, we're going to strive to
understand the market as a system

Anot her principle, we're going to use a
pilot testing to test these ideas in the market.
We're not going to nake it a process which forces

i deas fromthe top down without testing it in the

field; -- all principles that could be responsi ve,
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in my view, to what AB-1105 asks for.

PRESI DI NG MEMBER LAURI E:  Well, Sy, you
just stated to the extent that this discussion is
applicable to 1105. MWhat is staff's intent
regardi ng use of this discussion? |Is it staff's
i ntent that this di scussion be part of the 1105
report?

MR. GOLDSTONE: As part of the request
in 1105 for principles, | would say yes.

PRESI DI NG MEMBER LAURI E: Okay, well,
but that doesn't answer nmy question. To what

extent -- let's say sonmebody took action today and
said, yeah, this is the deal.

Is it intended that this be part of the
1105 report?

MR. GOLDSTONE: You mean the way t he
t hree- pager is worded?

PRESI DI NG MEMBER LAURI E:  Yeah.

MR. GOLDSTONE: Oh, | woul d suspect t hat
this is witten for this workshop, it probably
woul dn't go in verbatimto the report. We're in a
workshop process here.

But the purpose of discussing these

guestions is because we hope they will appear in

the final report, not necessarily worded like
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t his.

MR. CENI CEROS: Maybe | can clarify
this, Sy. It's an excel lent question you raised
Commi ssioner Laurie, because the | egislation AB-
1105 does not ask us to do this explicitly.

But staff felt that in order to answer
some of the questions that it does require us to
answer, such as what should the new admnistrative
structure | ook |i ke, what shoul d the new fundi ng
| evel s be, what kind of resources wll be
necessary, we have to have a very good sense of
how we woul d be runni ng these programs. How we
woul d be achieving the goal s and the benefits that
we're trying to go after here.

So we laid out a framework here which if
something simlar to this, for exanple, were to
prove out to be an effective strategy, that would
help us answer the questions of what kind of
adm ni strators do you want to hire, what kind of
staf f support do we need for those adm ni strators,
what should be the role of government in all this
structure.

So that's the rationale, | think, in
talking about this at this tine.

PRESI DI NG MEMBER LAURI E: Okay, that's
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very hel pful, thank you.
MR. NEL SON: I woul d agree that this

workshop is intended, and the transition report is

i ntended to address process issues. The devil is
in the detail, and this is a very devilish
subj ect .

To the extent that the Comm ssion
doesn't address details, the arguments and
di scussion, the legislature will be more devili sh,
okay.

| didn't come here today -- | don't want
to push this afternoon's proceeding in the

di recti on of being a sluggi ng match over all these

details. However, | believe that the more the
Commi ssion can provide detail in these areas to
the Legislature, inforned detail, draw fromthe

previous record and the previous working groups,
and pull together in this report some
reconmmendations, it will help the process.

Let ne give you an important exanple.
And in some ways, | don't think we can escape
addressing certain details. And it may very well
be that we need to use this afternoon as a scoping
session. \Whether it's possible or not, | don't

know. Conduct yet another session then. Not to
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go into a slugging match, but to go into more

detail s.

| leave that decision for your Conmmittee

after considering what it receives today.

But let me just bring up one exanple.
And that's the actual fundi ng mechani sm. The
funding mechanismis currently a required
collection and expenditure that's listed by a
doll ar amount per utility.

The Utilities Comm ssion, in
proceedings, has translated that into a rate
conmponent . It is now a rate component. If it
remains a rate component the implications for
process adm ni stration and management of these

programs are very different than if it's not a

rate conponent, or if it's a rate component that's

put under the jurisdiction of the Energy

Commi ssion rather than the Uilities Conmm ssion.

That's a fundanental detail that has implications

for everything el se.

And | believe the transition report
should address that detail as a for instance.
won't list out other major ones, but that's one
maj or exanpl e.

FACI LI TATOR NMANCARTI : Per haps we can
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move on to the framework?

MS. LEWS: Wat 1'd |ike to do today is

to present this franmeworKk. It will address
principles; it will have i mpact on an
adm ni strative structure, and |I'Il talk about t hat

as | go along.

There's a few people in the room here
t hat have helped develop this, and when |I'm
finished with the presentation, all of them w |
join in answering questions. And the three people
are Sy Goldstone, Lynn Marshall and Bruce
Ceni cer os.

At this point this framework is
conceptual, we're working on it. But | want to
make it really clear that you'll see a |lot of
continuity here if you conpare it with the CB, the
PUC s adopted policy rules.

In a sense we're not reinventing the
wheel. We're making refinements and trying to add
a disciplined structure to the work that's already
been started.

What |I'd like to do is just go through
this and hold your questions, and then we'll have
a time period at the end for clarification.

Okay, this morning we talked about
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benefits and we tal ked about some specific goals.

It's really your goals that drive your program

design. You don't want it to be the other way

around. So that's why being as

on your goals is very important.

cl ear as possible

I want to talk for just a m nute about

what we're calling program styles. And we talked

about this this morning, this is

resource

acquisition, technologies and sustai nable market

transf ormati on changes. We tal ked about t hese as

related to a number of diff erent

goal s.

Al though we want to emphasi ze market

transformati on, we really feel at this point that

it may be perfectly fair to have goals which can

be i npl emented t hrough these di fferent program

styles. These may be acceptable in a portfolio of

programs. It depends on what your goals are.

The three styles: Goals which express

t he need for shorter term savings, perhaps as

specified by the I1SO which was
morning, nmay be met by resource
or approach.

Goal s whi ch express a
acceleration of public interest

be met by a technol ogy approach.
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mentioned this morning when we tal ked about goals.

And the third one is goals which achieve
energy efficiency through sustai nabl e cross-
beneficial inprovements in the California energy
markets. That's language from AB-1105. May be
met by a market transformation approach.

Program styl es are not mutual ly
excl usi ve, but they do have different enphases,
and you want to take this into consideration when
you' re going fromyour goals to your market
assessment.

Once you identify what your goals are,
you want to look for the opportunities for
fulfilling those goals. And you start with a
market research process.

Your market assessment here, that's your
market research stage. Wat this is going to
yield is three i mportant things. One is you're
| ooking in a market for the points which are most
amenabl e to intervention. So you're looking for
where you can change a market, where you m ght
have | everage. And this depends on what your
specific goals and program styl es are.

Second, you want valuabl e information

about that market that hel ps you design that
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intervention

And last, you're looking for information
t hat helps you justify what you're doing. You
want to be able to explain how your program
results are going to achieve those specific goals
you' ve identified.

This program justification is what we
al so call the theory based approach which is
mentioned in the paper. And it is critical
regardl ess of what program style you use. It's
not uni que to market transformation

I f your needs are for market
transformati on program style, your market
assessment objective is to locate where in the
market innovation and learning can take pl ace.
So, where in the market are the new i deas I|ikely
to take root and cause i nnovati on. \Where are you
going to be able to create feedback | oops to ot her
parts of the market system

Because it's really these feedback | oops
t hat make your market smarter, more energy
efficient. To identify these | oops you want to
vi ew your markets as a system, rather than as
separat e conmponents.

The assumpti on here is that adjustnent
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to one part of the market affect all the other
parts. And knowi ng how these pieces fit together,
i denti fying nost effective |leverage points are
your intervention points.

So in your mar ket assessnment you want to
know t hree things: You want to know the
i nterdependencies between different parts of the
system.  Second, you want to know how your mar ket
actors behave and interact. And third, you want
to know t he nmarket rules, how information is
passed, and what incentives are in that market
syst em

Once you' ve done your market assessment,
you can use that information with your goals to
create your portfolio objectives. So your goal s,
your program styles, your market information and
knowi ng what the best intervention points are in
t hat market help you create a portfolio objective.

The portfolio objective identifies how
your specific goals will be fulfilled using the
i nformati on from your market assessment.
Portfolio objectives brings your goals and mar ket
assessment information together. It's another
reason why your goals have to be very clear.

| deally when your portfolio objectives
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are fulfilled, your market's transforned. It's
t hat si nple.

And actually I want to mention here,
too, that the word portfolio is used in the CB
policy roles. They use the terma little
di fferently than I'm going to suggest here. A new
princi ple that we would like to raise is using the
word portfolio strategy, sort of the way the
financial conmunity uses it.

And this is actually not a new idea to
CB, because it was nmentioned in a paper that CB
had on the third party initiative program So
this idea has been introduced into the CB program
communi ty.

Now we' re down here to your program
st age. How do you fulfill your portfolio
objectives within a market. W have a couple
exampl es here fromthe residential market.

You have like a portfolio bundle. It's
a set of programs in a market that work together
to reinforce your -- to fulfill your portfolio
objective. They reinforce each other.

The actual portfolio will have some
features that are unique to a portfolio strategy.

First, there will be an identificati on and
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reduction of risk to all market actors and to the
st at e.

And this will result in a diversity of
programs. You m ght mix programs sort of what you
m ght consi der a high risk programwi th a low risk
program

Second, you want it to be options
oriented. You want to inprove your decisionnaking
by | ooking at as many options as possible. And
this is a good strategy when there's a lot of
uncert ainty. Rat her than taking one idea and
going full scale, you'd like to start out on a
nunmber of ideas, take them a little distance, see
how they work, and then pick which works the best.
And then go full scale.

The third point is your want synergy
wi th your programs. You want all your programs to
work well together.

For instance, if you' re suggesting a
t echnol ogies program you might al so need a
programthat, you know, perhaps a labeling program
t hat helps peopl e use the technology properly.

And last, you want comprehensiveness.
You want all the possible options in the market.

You want to be conplete. All the possible

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

121
i ntervention points.

At this point I can make some structured
suggestions which gets to the point raised earlier
about top-down and bottomup. The developnent of
a portfolio bundle really seenms to be a Iikely
point at which program i deas can be solicited from
what ever entity acts perhaps as an adm ni strator.
Those i deas, these programs could be solicited
fromthe bottom up.

Al so, if you're working with a market
that has a -- there's a lot of unknown things
about it, new mar ket perhaps, then you m ght want
to solicit portfolio objectives. So you could do
that, you could have a broader solicitation. So
that's a possibility in a structura
reconmendat i ons.

Okay, so this at this point we have a
portfolio objecti ve and we have a set of program
i deas here. The portfolio program options are
proposed to neet the portfolio objective. They're
presented by the sponsors, again using the theory-
based approach. Sponsors can provide the story
based on the known facts that |ink the program
activities with the program outcomes that satisfy

your portfolio objectives, which satisfy your
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program styl e needs and your specific goals and
your benefits and all the way up. |It's all |inked
t ogether.

This approach becomes the key to
measur enent and accountability for the program s
success. Program i deas that work conceptually, as
of this stage we're only talking about having
programs nmake sense al nost |i ke on paper, those
t hat pass sort of the concept test can then be
pilot tested, put into the field.

Concept testing to weed out ineffective
i deas before money is spent on progranms that
perhaps have little chance for succeeding in
fulfilling the portfolio objective.

Your next step is field testing.
Actually, I want to mention something else. In
order -- comc relief --

(Laughter.)

MS. LEWS: kay, in the concept testing
for a programto pass the test, it has to address
one or more of your portfolio objectives. I't has
to be justified using the theory-based approach,
and it has to be well integrated with the other
programs in your portfolio.

I want to mention here that nothing
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that's been said so far rolls out existing CB
programs. And of course we want to take into
considerati on continuity and stability. That wil

be a considerati on nmost definitely.

Existing programs may well fit. As |ong
as they fulfill the portfolio criteria they my
well fit in. In fact, | put it here under full

scal e progranms as an exanpl e.

What this shows here is that at any
given time you, in a market you m ght have your
full scale prograns that have been all fully
t est ed. In the case of existing CB prograns t hat
testing would start with the existing eval uati ons.

And then you mi ght have so many pilots
at the same time. So this is what your portfolio
woul d |1 ook like at any given point in time.

Your pilots. Programs that pass the
test become pilot initiatives that can be field
t est ed under your real market conditions. You may
actually want to do this more than once.

For instance, say in a | ocal government
program you mght test it in a number of different
jurisdictions before you make a recommendati on to
go full scale.

Programs that fail are not bad prograns.
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Well, they may be bad programs, but it's not a bad
thing to have programs -- have ideas fail.
Because you learn fromthat. You end up with a

better program Once you take a program and
decide it's not going to work, that idea, you come
back up or back up to your market assessment and
work for nore opportunities.

That refines and improves your know edge
base, so it improves your mar ket resear ch. But it
al so ends up in better programns.

Once you have your full scale programs
t hat have passed your field testing, then they go
into an eval uati on st age. Full scal e progranms go
into the, sort of the real time evaluation process
t hrough measur ement and accountability that you
have determ ned in your theory-based stage. It's
really the program justification, the theory of
how the programis going to work is what hel ps you
determ ne how you're going to measure the success
of that program

Those are the sets of nmeasurenents that
you' re going to use to keep your full scale
programs on track.

And so |I've taken you from this point to

this point. W' ve started with our goals this
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morning and we've shown how t he goal s are used to
develop portfolio objectives, sets of prograns,
and | think that's it.

So what we'd |like to do now is have a
time period of clarifying questions. And then
open up for some broader comments.

And our whole teamis going to
partici pate and answer questi ons.

FACI LI TATOR MANCARTI: So, let's take
about 20 m nutes for points of clarification. And
then we'll take a short break, come back, and then
we'll do the final discussion piece which is, on
the first read, do you think this is sound, and if
not, what are your nodifications or validations.

So right now we'd |ike just points of
clarification. I f Kae said something here that
needs more explanation, those are the types of
guesti ons that we're | ooking for now.

And then when we cone back after break,
it will be more of your thoughts of whether this
is good to pursue.

Let's start with M ke and Rich.

MR. PARTI : M chael Parti. That's a
very good beginning, | think, it's just very wel

done.
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I think the portfolio approach is very
well conceived. The question | would have is how
you al |l ocat e resources across portfolio el ements.
And |' m wondering whet her you woul d consi der sone
sort of optimzation franework, since you have a
t heory- based model, you would have the equations
you would need to carry that off.

FACI LI TATOR MANCARTI: Is there a
response to M ke's question at this point. There
may not be a response, so we are going to jot down
all questions.

MR. PARTI: So then you could use an
optim zation to solve for optimal val ues for each
portfolio el ement expenditure.

FACI LI TATOR MANCARTI : Bruce said he
could begin to address that questi on.

MR. CENI CEROS: Your question brings up
i ssues that are definitely down the Iine fromthis
framework, but | think you give it the right start
there, in that it's going to require a bal anci ng
of the different specific goals and the portfolio
objectives and other criteria that you may have in
terms of things that were menti oned up here, |ike
equity and reach and | everage points and all that.

So, we're going to have to look into
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t hat very very closely. The CBE obvi ously has
been struggling with how to all ocate resources and
it's not an easy question to answer. And we're
going to need a |l ot more input on that. I '"m gl ad
you brought that up.

FACI LI TATOR MANCARTI: Thank you.

MS. LEWS: W're going to read your
paper.

FACI LI TATOR MANCARTI : Peter, is this a
follow up to Mike's comment? |s this something
new? Okay. Rich, and then Peter for points of
clarification.

MR. FERGUJSON: |' m not sure |
underst and. Maybe it goes to the same resource
al location, but the problemthe adm nistrator has
is he has a pot of mbney and people are going to
ask for money and promise to reduce electrical
| oads in return for the nmoney.

And | guess the question is is there any
possibility in here that somebody who coul d save
energy for a penny a kWi is not going to get the
money, and somebody who can save energy for 2
cents a kW will?

FACI LI TATOR MANCARTI: Any response?

Sy, did you want to respond to that?
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MR. GOLDSTONE: Wkl |, because it's an
easy question to answer, because you said is there
any possibility, and the answer is of course
there's a possibility because there's a | ot of
uncert ainty about these things.

But the hope is that once you -- to some
extent we're trying to have a process in which we
maxi m ze learning at mnimum rat epayer expense.

So that in the end we reduce the risk of that type
of mistake.

FACI LI TATOR MANCARTI: Thanks, Rich, Sy.
Peter.

MR. M LLER Peter Ml ler. I "'m not sure
if this fits in the category of clarification
guesti ons because the problemI|'mfacing, as you
descri bed, the plan for the rest of the afternoon,
is I'"mnot even sure what's -- | mean | | ook at
this and | say, well, for the most part that's
exactly what we' ve been doi ng.

There's been an over-archi ng goal;
there's a sense fromthe markets; there's the
portfolio programs; different program styles; we
| earn fromour m stakes; pilot test prograns; and
we continually modi fy based on what we've |earned.

So, are we just describing the existing
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system? And if so, why are we spending all this
time. And if not, then what is it that we're
talking about that's different here that we need
to be focusing on? MWhat's the critical thing that
" mnot catching that's different about this
system that we're going to -- that's essential for
putting together this report that we're working
on?

That's why | don't have a clarification
guesti on, because you know, for all intents and
purposes of this report, that's what we're already
doing, as far as | can tell.

FACI LI TATOR MANCARTI: Okay.

MR. MLLER And so that's the questi on.

FAC LI TATOR MANCARTI : Great. I's there
a response fromthe team menbers?

ASSOCI ATE MEMBER PERNELL: | have a
guesti on for Peter, if | may. Peter, do you think
the existing systemis working fine? Do we even
need to do anything?

MR. M LLER I think as far as this
aspect of the existing program I woul dn't say
that it's working fine and that we don't need to
do anyt hi ng. But | would say that the level of

changes that are needed are not the |level that
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woul d rise to this report to the Legi sl ature.

They're not the kind of changes | would
report to the Legislature

ASSOCI ATE MEMBER PERNELL: kay, thank
you.

FACI LI TATOR MANCARTI: Thank you.
Bruce, did you have a comment? Ch, Sy, you had a
response? Hang on just a second.

MR. CENI CEROS: "Il just start and | et
Sy finish it for me, probably.

First, just to respond to what's
di fferent here. There's not a lot that's
di fferent than what we think the CB has been
trying to do. We've noted sone of your own
adm ssions of limted success in terms of
articulating -- you and the adm ni strators
articul ated programtheori es and have t hat work
real well, to carrying it through the process and
eval uating the programs, and feedi ng back up to
redesi gn them and finding new areas to target in
di fferent ways, and third-party solicitations

And we know you're probably in the
process bei ng where you want to be. I thi nk what
we're trying to do here is put a little bit nore

emphasi s on what Kae ternmed as the options
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approach. That's a termthat the financi al
communi ty has been using for awhile now. And I
don't want to go into a lot of detail about it
here, but basically it's maintai ning options from
this point, some point down in the future so that
you have nmore choices all along the way.

And | think what we're tal king about
here is to enmphasize that a little bit nmore than
what |'ve seen in the CB program portfolios in
terms of germ nating i deas and carrying them
t hrough. And then when the mar ket changes, say
t he econony flips the other way, or whatever,
you' ve got options that nay be more in tune to
responding to that kind of situation than the
situation you' re in when the program started, as
an exanpl e.

"1l just end it right there. I f you
have any ot her questi ons maybe - -

FACI LI TATOR MANCARTI:  Sy.

MR. GOLDSTONE: I think, you know, as
Kae nentioned in her opening comments, | don't
think that we're saying that these i deas are
particularly new. In fact, there's quite a bit of
consistency between these i deas and the i deas that

I think CB and the PUC have already been
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articul ating.

So, from that --

MR. M LLER It's not so much that
they're new ideas, the new things that we're
doi ng. | think this is in broad outline exactly
what 's been going on for ten years.

MR. GOLDSTONE: Well, | think --

MR. M LLER  So, --

MR. GOLDSTONE: Yeah, --

MR. MLLER -- it's not so much new
i deas that we're articulating that we're just
trying to get into pl ace. I think that this
process of a goal, a process of market assessment,
of assessnment of what your opportunities are,
development of portfolio programs, pilot testing
programs, full scal e programs and learning from
that is a process that's been going on.

The specific details of how you define
di fferent programs, -- take issue with, is that
i mportant? | can't see why.

I s the question of the program
solicitations, maybe we've been doing that, as
well. So, what's critical about this model? I
mean, obviously it's easy to wite up a clean

model, little boxes and they' ve got nice square
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edges. The reality is always messier, always, no

matt er what you do, than, you know, the box chart.

But, that's the real world. So,
what's --

MR. GOLDSTONE: One thing, | think, is
this. The ternms of the legislation, we're not,

you know, we don't feel particularly compelled to
put forward radi cal new principles. I thi nk what
we're feeling compelled to do is do as cl ear an
articul ation of the principles that are right.

The fact that these may be principles

t hat you have been applying will not prevent us
fromtrying to do that. | think at this point
there is no real document that |'m aware of that

really articulates themin a nice way. So we hope
to be able to do that. And we haven't done it
yet, I'll be the first to agree. But that's
certainly one of the things we aspire to do.

The other thing is that from what |
hear, and I haven't been too close to this, |
think there have been problems in the practi cal
i mpl ement ati on of these ideas in recent years.

At the risk -- 1I'Il make one specific
observation, for example, let's take the $40

m llion standard performance contract program
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which is a program we have to comment on under
1190. | mean under our approach woul d not have,
you know, this is always Monday norni ng
guar ter backi ng, but neverthel ess we would
certainly not have comm tted $40 mllion to a
program stat ewide before doing some small scal e
pilot testing of different possibilities.

So, this is one exanple where -- and |
t hink everyone understands from a Mbonday morni ng
point of view that that woul d have been a better
way to go. So we're just reiterating that.

FAC LI TATOR MANCARTI: Thank you. Do
you have a point of clarification?

MR. ABELSON: Yeah, | do. First of all,

I want to just suggest that what Peter is saying

is not sonething that should be, |I don't think, of
concern to our Commttee or our Comm ssioners. I n
fact, what | hear Peter saying is we've have a

good concept ual approach.

What we see the Energy Commi ssion laying
out here at the broad structure design of the
program very much mrrors the approach that all of
us for ten years in this industry have been
t aki ng, and have found to be a constructive

appr oach.
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That's an i mportant issue for all of us
to hear back as part of this dialogue, okay. That
t he approach, itself, is a conceptually valid
appr oach. It is an approach that peopl e have
used, people do understand, people do endorse.

The question then becones, and this goes
to your point, Conm ssioner Laurie, earlier today,
as you get into all right, now how can we devel op
an admi ni strative structure that will efficiently
i mpl ement this approach, which are other questi ons
that this report has to address.

How nuch dol lars do you need? The 220
that's currently out there, is it nore, is it
| ess, whatever? | nean you can't even begin to go
to those questions until there' s at | east a
framework, a design, at a very macro level that
people are saying we understand it, and nmore or
| ess, we accept it

So I 'm not troubled by what you're
saying at all. I think it's good.

PRESI DI NG MEMBER LAURI E: Let me ask a
foll ow-up question to that. And if anybody in
this room partici pated in the writing of 1105 help
me out with this.

| sense that there are some maj or
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guestions that the Legislature is interested in,
to wit, what is the overall mechanismfor
adm ni stering this thing. Are we going to, by
| egi sl ation, tell the utilities to do it; by
| egi sl ati on create some public benefit
corporation; by legislation tell us to do
sonmethi ng el se?

| doubt very much the legislation is
going to go beyond that and write a strategic plan
for us. So, what |I'm having a difficult time
understanding is if, for the report purposes, we
have an understandi ng that the Legislature is
i nterested i n what our thought is regarding that
bi g question, then what about this | eads us to A

B or C? VWhether A B or C adm nisters the x

nunber of dollars, they will follow somet hing like
t his.

Am | incorrect? This, to me, is a
strategic plan for implenmenting the goals. \Wat

" mnot getting is the rel ationship between this
and the question of what's our recommendation for
adm ni stering the plan. And do we think that the
| egi sl ation requires a |l ot nmore depth on the

guesti on of how are you going to adm nister this

t hing.
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The admi nistrati on of a couple hundred
m llion dollar programtakes a lot of time to
t hink about . Do we believe that the Legi slature
is expecting fromus an adm nistrati on progranm?

Do we think that that's what they're asking for?
Or are they asking for, do we think the utilities
should do it, do you want to set up a nonprofit
thing, or give us some other ideas?

Now, good - -

FACI LI TATOR NMANCARTI : Okay, so we've
got a couple of fol ks, and then we'll go ahead and
just continue to roll out with the folks with
t hei r hands up.

PRESI DI NG MEMBER LAURI E:  And what |
don't want to do is answer a question that the
Legi sl ature hasn't asked.

FACI LI TATOR MANCARTI: WIIl, and then
M ke, and then all the other folks, we' |l catch

you in order.

MR. PARTI: Gkay, |'m M chael Parti. I
think the --

FAC LI TATOR MANCARTI: Oh, the wrong
M ke, |'m sorry.

MR. PARTI: Oh, I'msorry

FACI LI TATOR MANCARTI : Did you have a
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conment, M ke?

MR. RUFQ | did have ny hand up
earlier.

FACI LI TATOR MANCARTI: Right

MR. RUFQG  Before that |ast wave of
hands, so if you're remenbering that, that's --

FAC LI TATOR MANCARTI: Okay, so --

MR. RUFG But it doesn't address the
Commi ssioner's questi on, so why don't | pause.
"1l cone back and --

FACI LI TATOR MANCARTI: Thank you.

MR. PARTI: Okay, this does address the
Commi ssioner's point, which is it's a crucial
point. How does all this fit into the
requirements for the report.

And the way | would I ook at it is that
if you're going to set up an adm nistrative
structure, then the structure has to have -- it
has to perform functions.

You ask yourself what functions must be
performed. And it seens to me that Kae is | aying
out all the functions that must be performed by
the adm nistrati ve structure.

So then when you deci de what sort of

adm ni strative structure you're ultimtely goi ng
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to have, you can say well, will this structure be
able to performthese functions. And she's
essentially giving you all the boxes that have to
be checked off.

Sol think it's a very useful exercise.

FACI LI TATOR MANCARTI : Great, thanks.

Okay, hang on, Peter. WIIl, and then we're going
to go to Mark, M ke, and then we'll sweep around
the room

MR. NEL SON: I"m struggling with this

chart very much in the same way that Peter Ml er
is, very much in the same way that the
Conmi ssioner is.

| don't take issue with this paradigm of
anal ysi s, or this decision-mking review set up.
And |'m not saying that it's peripheral to what
some adm ni strator m ght eventually do. | don't
beli eve that the Legislature is going to be able
to translate information |like this into
| egi sl ation. And | don't think it really provides
t hat much basis for the kind of decisions that the
Legi sl ature is going to be making. So that's
being responsi ve to what Comm ssioner Laurie is
aski ng about. No, | don't think it does.

And | have to be nore frank. | nean |
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don't know if this is -- it has just been put up
as a discussion piece, but it seems more |like a
sales plan for a potential adm nistrator overall,
an over-arching plan.

FACI LI TATOR MANCARTI: Okay, thank --

MR. NEL SON: And -- well, no, | need to
finish this up. Because if we spend all afternoon
on this chart, | don't know that we'll have served

a very productive purpose.

And | want to emphasi ze, |' m not taking
i ssue with the concept that the Energy Comm ssion
performs a maj or role. But if this whole thing is
to be a preface of five or six pages in a report
t hat walks the Energy Comm ssion into a plan to
being the over-arching adm nistrator to issuing
macrocontracts to sector program managers, then
pl ease say that. And let's begin noving into
the -- this is a clarification questi on.

Let's move into the discussion on that
basi s rat her than moving around the fog of this
deci si on chart, which |I don't think peopl e have
dept h arguments with in this room But | won't
speak for others.

FACI LI TATOR MANCARTI: Thank you.

MR. NEL SON: Thanks.
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1

Mar k.

MR. BERMAN: Thank you. Mark Berman,

Davi s Energy Group. First I'd like to point out

one difference | did notice on this chart versus

what may have been going on in the recent past, i

t hat technol ogies that come out

of PEER and ot her

sources are nentioned on this chart, and | think

that's a pl us.

an i mport ant

We're beginning to build a bridge
between t he PEER program and mar ket
transformation. That's, to me,
nuance.

But | view this chart

as one part of a

much bi gger picture, and | think, as Comm ssioner

Laurie pointed out, the Legislature is interested

in the bigger picture. | don't

think there' s too

many people here arguing that this is a bad nodel

for how prograns be desi gned

But | also think there are a |ot of

people saying that it's time to

nmove beyond this

model, because the utilities could do something,

have been doing somet hing, according to this

41

S

model. The PUC has; a public benefits corporation

coul d; the Energy Comm ssion could. A lot of

people could performthe functions in this model.
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And | think the question now needs to
turn to who coul d best performthese functions.
Who shoul d be designing these programs. Should it
be the utilities, the Energy Comm ssion, some
conmbinati on thereof. Should it be overseen by the
PUC, the CEC. Should there be a public benefits
corporation. Should third parties conpete
solicitations to adm nister these programs.

How wi I | the inpl ementers be sel ected.
W Il the implenenters have input into program
design. To nme, these are the key questions that
ought to be looked at. And that comes after who
the best adm nistrator is.

And another one that definitely should
not be overl ooked, there's a lot of momentumin

t he mar ketpl ace. There are a | ot of programs out

t here, many of which are working very well. A few
of whi ch need adj ustment. Most of which need time
to tell. How are these existing prograns going to

be snoothly transferred fromthe exi sting paradigm
to the new one. That is another key question.

So | would put that one right up there
wi th who shoul d administer. And | woul d suggest
t hat we spend our time tal king about the pros and

cons of different adm ni strative structures,
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because any of them, | think, can fulfill the
model .

FAC LI TATOR MANCARTI: Thank you. M ke
Messenger .

PRESI DI NG MEMBER LAURI E:  And | et ne
again, and | appreciate these responses to mnmy
inquiry. If you were witing this report and
you' re reading the portion of the report that says
talk to us about admi nistrative structure, what do
you think the Legislature is tal king about? Do
you think they're tal king about we think a
nonprofit corp can do it with a, you know, public
i nterest board of directors of anywhere from 10 to
2000 people?

Or do we think the utilities can do it?
Or they're | ooking for a nultipaged organi zati ona
chart. That is what | need a sense of. And we
wi || make our own decision ultimtely about
i nterpreting the Legislature's words.

But | want to nake sure that we're not
st andi ng al one in what the contents of the report
are going to be. So, if folks have thoughts on
that, | need to know

FACI LI TATOR MANCARTI: Mke.

MR. MESSENGER: Yeah, | think | was to

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

144
try to answer your question. To me the purpose of
this chart is communicating to the Legi sl ature who
we t hi nk should do each box.

For exanple, the most all-inclusive one
woul d be the Legi slature sets the over-arching
goal in A. And the program adm ni strator does
everything else on this entire chart. That's one
possibility.

On the other hand, if we think that on
t he basis of experience or on the basis of just
reasoning that it makes sense to have someone
different do the narket assessment than to do the
portfolio objectives and all the other things
below t hat, then that's what we should say. W
nom nate a utility or a nonprofit or someone to do
everyt hing below a certain level on this chart.
And some ot her set of people to do the things
above it.

So this chart is a way of communicating
about what functions should be presumed or
performed by the agency, if there is any role for
t he agency, by the admnistrator, and if there are
any other third-party actors that we think need to
be i nvolved in the system that woul d be the way

to communicate it.
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So what | would do is |I'd take this
chart and I'd fill in who the people are in each
box. I'd say, A, we want that to be the

Legi sl ature. And just that would be the way that
I woul d communicate, and | think that's the leve
that the Legislature wants to know.

Because then the next thing they want to
know i s well, how much money does each person in
this box structure need. So that's the next thing
you go to.

PRESI DI NG MEMBER LAURI E: Are you goi ng
to start with the Legi sl ature?

MR. MESSENGER  Yes.

(Laughter.)

FAC LI TATOR MANCARTI: Good poi nt, M ke.
Carl and then Peter.

MR. BLUMSTEIN  Carl Blunstein fromthe
University of California Energy Institute and the
California Institute for Energy Efficiency.

| guess |I'm having -- | think this is
foll owing on your comment. The trouble that I'm
having with this, and maybe the way the staff
could clarify this, and maybe this is responsive
to Bob's point, as well, this seems to ne to be

sonmethi ng that you would do if you were starting
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ab initio, and sonmebody gave you some money and
you said, let's get some programs goi ng.

Okay, we're dealing, obviously, with a
going concern with $200 mllion on the street. So
it seems to nme that a very high -- that you would
come back to what M ke is saying and say what are
the jobs.

Well, the jobs obviously are how do |
handle this going concern. Which programs do |
continue, which do | strengthen. In talking to
the Legislature you need first to say, here's
what 's happeni ng. Here's what you got, here's
what the problems are, here's where we want to go.

| don't think they want an organization
chart. | think they want -- that would be like
half a page of the report. But it's here's what
you got, here's what the problems are, here's what
needs to be done, here's the kind of structure
that can do it.

And it seems to me that what's missing
out of this is boy, this is only a small piece of
what you got to deal with. Because you got a
going concern.

FAC LI TATOR MANCARTI: Okay, thank you,

Carl . Peter, and then we'll sweep this way and
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cone back to this side. | know David wants to
speak again.

MR. M LLER Right, just to add to what
Carl said, the cognitive dissonance that | think
is motivating this discussion is that everybody's
| ooking at this and saying, well, okay, makes kind
of sense.

But then you read the paper and the
paper it doesn't deal with who' s going to do what.
And it doesn't say, well, this is the system we've
been using and it's pretty much good, but we need
to emphasize different things or move in different
di recti ons or maybe we woul d have made di fferent
deci si ons.

It reads as if well, here's a brand new
thing that we've just thought up, you know, it's
new and great, and you know, it's this fabul ous
new thing. And, you know, push on the points of
| everage and things will fall into place.

And so, there's -- if the point is to
say, hey, we got a systemthat just needs to be

t weaked, it's working and this is how it is, as

Carl says, that's a half page at most. And then,
you know, there' s still a question of well, why
are we even saying this in the report. But at
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| east we're done with it in half a page, and we're
not going to sit and argue about it as new stuff

FACI LI TATOR MANCARTI: Thanks, Peter.

MR. M LLER I don't know whi ch way
we're goi ng, though. I mean I"'mstill looking for
an answer .

FACI LI TATOR MANCARTI: Okay. Keep
asking the question. GOkay, M ke, and then some
ot her fol ks over here m ght have had their hands
up and | didn't see --

MR. RUFG  Yeah, M ke Rufo. Well, I'm
not going to try to answer the questi on about
where we're going to go with this chart, but if
we're going to talk about it some nore in some of
t he context that have been laid out, one thing
that | wanted to say is we could use it as a
framework to the extent that people are sayi ng we
all agree philosophically that this makes sense.

We could look at it fromthe point of
vi ew of to what extent is the current system doing
t hese things effectively; to what extent isn't it.
And how does that feed into how other structures
m ght be used to fulfill those functions

| would say the problem | have with the

current systemis | don't think it encourages
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i nnovation. And part of that is because of the
regulatory process, itself, the cycle, the annua
program planni ng cycl e.

I mean |'m putting on ny citizen hat
here, not my company consul ting hat. [t's not
working very well. | nean the prograns are kind
of like oil tankers, you know, it takes five mles
to put the brakes on.

So even though we were starting to move
to real time evaluation, that informati on doesn't
seemto really feed back into the program pl anning
process very well .

And this year, | think, you know, fol ks
have tried to do that by moving up the program
pl anni ng process. But it almost seems like no
matter how far it gets moved up, you al ways get
into these meeti ngs where the outcome is gee,
that's a great idea, but too late, you know, got
to file the forms, business as usual.

So, yes, | think this could be used as
well as other processes to get at what's working
and what's not working in the current system and
how we all want to make it better.

FAC LI TATOR MANCARTI: Thank you. M ke

and then Ri ch.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

150

MR. FERGUSON: Well, | guess I'Il break
the unanimty. I think there are some changes
needed in the program I don't think that just

casting what is happening in a new set of boxes is
where it's at.

And | still see this as a top-down thing
where some czar decides we're going to, you know,
we're going to have this kind of programand it's
going to get so much money, and this one is going
to get so much money. And those aren't cost
ef fecti ve based decisions, that is a top-down,
bureaucrati c deci sion that there's sonme politics
or something that needs to get satisfied. And |
don't think that's the way to go.

I nmean the goal, there is only one, and
that is to reduce electrical demand as cost
ef fectively as possible. And anything that gets
in the way of that is a probl em

You know, this mi ght be a structure for
deci di ng whi ch pilot prograns you want to run
That m ght be a useful thing, useful way to do
sonme of the nmoney. But, | nean these prograns
have been run for ten years. We know which ones
are nore cost effective and which ones aren't.

And why there should be any limts set on how much
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money is going to be put into the nost cost
ef fecti ve programs, | can't imagine why anybody
woul d want to do that.

FACI LI TATOR MANCARTI: Okay, --

MR. FERGJSON: So, | -- this mght be a
useful structure for pilot programs, but the rest
of it should just be driven by the econom cs.

FACI LI TATOR MANCARTI: Okay, Rich --

PRESI DI NG MEMBER LAURI E:  No, let ne
talk about that one for a mnute. W have a PEER
program where we're spending $60 mllion a year.
The Commi ssi on makes a decision as to how those
doll ars are spent. Those are the people's
doll ars.

There has to be criteria to that
deci sion making. And that criteria has to be
based upon some public policy as determ ned by
sonmebody. Wt hout an establi shment of the public
policy as a guide for the criteria which
determ nes t he deci si onmaki ng, then how do you
deci de who gets the money?

MR. FERGUSON: | nmean | think that's
been one of the problenms with the PEER program, is
that, you know, there isn't a clear, cost

ef fecti veness test that you can use there. And
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why el ectricity --
PRESI DI NG MEMBER LAURI E:  Okay, but --
MR. FERGUSON: -- ratepayers should be

paying to figure out how to use ozone to disinfect

oranges that are being shipped to Japan, | haven't
a cl ue. But, | mean that is a problemw th that
program

PRESI DI NG MEMBER LAURI E: Okay, well, |

MR. FERGUSON: But here we've got, you
know, monetary measurenents --

PRESI DI NG MEMBER LAURI E: That's not to
suggest that cost effectiveness shoul d not be any
central part of your criteria. But is it your
position that there should not be a public policy
basis for the decisionmaki ng and the public policy
is not set. Are you suggesting that the public
policy is set by the market?

MR. FERGUJSON: The policy -- my goal
woul d be to have the policy as to maxim ze the
| oad reducti ons you can obtain with the money
avai lable. Wth whatever equity argunent you have
to make on the private goods part of the equati on.

And ot her than that, | mean | think

that's the overriding public policy.
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PRESI DI NG MEMBER LAURI E: But sonebody -

- there are real doll ars here,

MR. FERGUSON: Yes.

PRESI DI NG MEMBER LAURI E: And sonebody

has to make a decision as to who gets a | ot of

money. And ultimately whoever is responsible by

| egi sl ati on for managi ng the program, not

adm ni stering the program but managi ng t he

program has to be answerable to the Legislature

for how t hat money is spent.

And the Legi sl ature's going to demand

that the noneys be spent in a manner consi stent

wi th public policy. And you need criteria to

measur e i ndi vi dual applications.

Because it can't

be on a first-come/first-served basis. Coul d be,

but not necessarily a really good idea

So, | don't know how you actually

adm ni ster money w thout a public policy based set

of criteria that public policy determned by some

public body.

MR. FERGUSON: But why does this have to

be more than just cost effectiveness? That's what

I don't understand. It seenms |ike you' re

suggesting that there be --

PRESI DI NG MEMBER LAURI E: Yeah, | --
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MR. FERGUSON: -- other criteria.

PRESI DI NG MEMBER LAURIE: -- | think
there may be other criteria beyond cost
effecti veness.

ASSOCI ATE MEMBER PERNELL: One exanpl e
woul d be there is some value to research. And how
do you put a cost effective basis on research?

MR. FERGUJSON: It's very difficult, and
that's why that program the PEER program was
segregated because you do need a different set of
criteria for research. And that program was kept
separat e.

FACI LI TATOR NMANCARTI : Let's get some
ot her i deas. I mean you've posed some good
guesti ons, we've got -- |'mgoing to sort of take
the prerogative and junp to Carl and M ke and come
back to some of the CEC Staff.

MR. BLUMSTEI N Rich, | would like to
pose that it's just not so sinmple. And | know you
keep saying it's sinple, it's sinmple, it's simple.
It's not so sinple.

For exanple, just to make a simple
exampl e. Suppose it were the case that there were
people who val ued their electricity consumption

only a little bit more than the cost of
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el ectricity. And that you could pay them half a
cent a kWh and they would sign a pledge that they
woul d use 7 kWh a month less. So you'd pay them
3.5 cents, okay, or -- and according to your
criteria that's what we ought to be doi ng.

MR. FERGUSON: Damm ri ght.

(Laughter.)

MR. BLUMSTEI N. Okay, and that's really
wrong. That, in fact, reduces total surplus.
That, as al most anybody who | ooks at this and
t hinks about it, would say, no, that's bad policy.

If you can't make a change in the
market, if all you can do is reduce total surplus,
t hen you shoul dn't have the program There's no
excuse for the programon that basis.

The basis for the programis in fact
there' s inefficiency. That's why we talk about
energy efficiency. And if your conception of the
programis so sinmple that you would say if someone
is willing to sign the pledge, then all you have
to do is buy themout, and if that's the cheapest
that's what | want, | think -- it's almost
i ndefensi bl e, the Legislature woul d not accept it,
no one woul d accept it.

FAC LI TATOR MANCARTI: Okay, thank you,
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Carl . M ke, M ke, then WIIl --
MR. PARTI : "' m M chael Parti. I"d like
t o address Comm ssi oner Pernell's question about

how you deci de on what research to do, because
that's an i mportant deci sion.

And the suggestion |I would make is that
as you look over the theories, your theory of the
way the markets are |inked together, what you find
is that certain little bits of information have
more uncertainty attached to them than ot hers.

And if you carry out a -- if you work a
program let's say you have a sinmulation model
based on your theory -- if you work a program
t hrough a market structure, using your theory,

t hen you can come out with the computed outcome.

Now, if the informati on about the market
link, the Iinkages within the market is very
uncertain, then it's going to turn out that your
prediction of the market outcome of a program wil
al so be very uncertain.

And so what you may want to do is to
al locate research dollars to those places in the
market that are the most uncertain. That's a
little sinple way of saying it, but | think what

we can do i s we can have a cost benefit criteria
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applied to research dollars, just as we can use
cost benefit criteria to allocate mar ket
i mpl ement ati ons, the elements of the portfolio.

FAC LI TATOR MANCARTI: Okay, thank you.
Coul d you - -

AUDI ENCE SPEAKER: | just wanted -- |
think Carl made the point --

FACI LI TATOR NMANCARTI : Okay, great.

M ke Messenger, David, Sy and then --

MR. MESSENGER I want to make one | ast
point on this framework because it relates to
Commi ssioner Laurie's question, which is how do we
make deci si ons about who gets the noney and how to
spend t he money and what ki nds of programs.

I think this framework i s useful in
terms of describing the long-term process, but it
doesn't answer the question to me who in this
chai n makes the decisi on about where the money
goes. Wio decides, either on an annual basis, or
every five years, how much nmoney flows to either
one adm nistrator or several admnistrators, or
several prograns.

So | would encourage the staff to, next
time around, come up with a simlar type chart

t hat talks about noney maki ng deci si ons, you know,
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how it flows through the system

And | really think the way to junp start
t he conversation to where |'ve heard peopl e
talking about where they want to go is for people
to take this diagram and propose which of these
t hings you think the adm ni strator should be
responsible for.

Because that will give us a good idea
about what kind of admi nistrative firmwe should
hire. For exanple, do you think that there should
be separati on between the firmthat sets the goals
and the firmthat does the market assessment? Yes
or no?

Should there be separation between
market assessment and what |'minterpreting as
doing all the programs underneath this B area?

Yes or no?

And if the people don't have opinions
about that, then | would suggest as a way of junp-
starting the process, the staff shoul d propose a
specific framework with people identified. These
people should do this, these people should do
this, these people should do this, and this is how
we propose it.

But you need to figure out a way of
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getting into this conversation because we're
setting up sort of ideal abstracts that aren't, in
my view, getting to what are the real issues that
the Committee needs to wrestle with.

FAC LI TATOR MANCARTI: Okay. Thank you.
Davi d, Sy, Sheryl and WII.

MR. ABELSON: I think at this point |I'm
probably echoing things that others are sayi ng.
But, Il et ne just respond to a couple of things.

First of all, I've heard staff
repeat edly over the last three or four or five
weeks as they've tried to devel op their own
thinking to the point of this workshop state that
formfollows function. And | think that's |argely
agreed to by nmost fol ks.

So, again, the purpose of this chart,
and the purpose of a |l ot of today's workshop is to
try to ascertain whet her there' s a fundament al
consensus or not about the core functions of this
programin the future at its macro-est level.

There was a comment made earlier about

is this chart presupposing some answers fromthe

st andpoint of staff. I cannot represent to you
that | can peer inside the m nd of staff
i ndi vidually, but I can tell you that collectively
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we are thinking about the approach that you're
hearing us tal k about today, which is to say that
if these are the functions, what are your choices.
How wel | have those choi ces worked in the current
environment. \Where have there been weaknesses in
t hem, where have there been strengths in them

And we're going to try to bring to bear
t he most objective thinking we can about how t hese

functi ons m ght be effectively admnistered in the

future.

And someone -- a third person said,
well, why don't you | ook at what's happeni ng with
CB and learn fromit. And all | can say is |

think that's an excell ent suggesti on as part of
our process.

So those are just three thoughts |
wanted to echo back, because | do sit with staff
in alot of these sessions that give rise to these
public sessi ons.

FACI LI TATOR MANCARTI: Sy, and then
Sheryl, WIIl and Chris.

MR. GOLDSTONE: I"mjust sort of picking
up on what a number of people said, but | think
froma staff perspective, one of the nost

i mport ant parts of this paradigmis that we want
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to open it up to new creative i nnovative ideas, on
a small scale, pilot scale basis, supported by
t heory.

It goes to the issue, | think, M ke Rufo
raised earlier. | don't know t o what extent
there's an oil tanker problemwith the way it's
currently running, because I'mnot foll owi ng that
closely. So if that's not the case, fi ne. But if
that is the case, this approach would help cure
t hat problem

So that's one of the most i nmport ant
parts to create a coherent structure which
encour ages bottoms-up, could be tops-down, t oo,
creativity and i nnovation wherever it occurs, and
testing out on a small scale basis, on a prudent

basis, so we aren't taking big risks with public

funds.

And some of those new ideas may, in
fact, -- I"mgoing to Conm ssioner Pernell, your
guestion -- may, in fact, if we have a |lot of

uncertainty, may justify and require, actually,
some research to get a better understandi ng of how
t hese mar ket s operate.

So all that is part of this package,

this paradi gm
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FAC LI TATOR MANCARTI: Okay, thank you.
Sheryl .

MS. CARTER I wanted to try and address
Conmi ssioner Laurie's --

FAC LI TATOR MANCARTI: Can you identify
your sel f, pl ease?

MS. CARTER  Sorry, Sheryl Carter, NRDC.
I wanted to try and respond to Comn ssi oner
Laurie's question about what we think the
Legi sl ature wants. | think they asked all these
guesti ons not so they woul d have all that detail
to put into legislation, but I think to be the
background that they needed to do the | egislation
they think they needed.

And based on at | east my personal
di scussions with some of the legislators, | nean
they're | ooking to put | egislation together that
establ i shes the overall goal for the program the
over-arching goal, a broad-based set of principles
or criteria for program expenditures, and al so
they're | ooking for an answer from you as who they
shoul d desi gnate to have responsibility for
di fferent parts of this system

In other words, who should have

oversi ght, who should adm nister, maybe a separate
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entity should do market assessment, and who shoul d
be i npl ementers. That type of a thing on that
type of a |l evel.

I do not believe that they want the
detail of, you know, who should be on the board
and what their bio should be and that kind of --
not at all. I don't think that they -- | nean at
| east most | egislators that |'ve dealt with |ike
as little detail as possible. They want a lot in
terms of information for the background, but in
terms of what they put in the | egislation, not
much.

And al so looking for, you know, what the
amount of the Fund should be, and why. So | think
that they're | ooking at that level from us.

FACI LI TATOR MANCARTI: Thank you,

Sheryl. WIIl, Chris and then that m ght be a time
to take a quick break. Come back, finish the
conversation. And then nove into adjournment,
closing, so that we can adjourn at 4:00.

MR. NEL SON: First some background, and
then I w Il nmake recommendati ons, since we are in
this truncated process that M. Sugar referred to.

AB-1890 was clearly transitional

| egi sl ation in many respects. It fits the good
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pl an for some areas like the 1SO, a fairly
structured plan. In other areas it was more jury-
rigged. This was clearly one of the nore jury-

rigged areas that the Legi slature is now asking
for clear direction from

The process over the last tw years has
been very difficult in terms of the set-up of the
CB and its running. And there has been continuing
contention about it. However, it is a frameworKk.
It does work. The CPUC has a deci si onmaki ng
process. |It's often very cunmbersone, it's often
very denmandi ng. It doesn't have the feedback
| oops that are required. But in other ways it's
very protective of the ratepayers, of the process.
It's very demanding of the utilities in terms of
oversight of its management. So, it does have
positive points.

I woul d disagree with M. Messenger t hat
this flow chart could be a tenplate for an
organi zational chart for adm nistrative
recommendati ons to the Legi sl ature. | don't think
it can be used as that basis.

You m ght be able to draw fromit and
infer fromit in sonme respects, but | would not

use it as a tenpl ate.
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Here are ny recommendati ons in | ooking
forward. |1'm not going to go down to detail of
adm ni strati ve mechani sms because that would be
anot her all -day wor ki ng sessi on on what are
adm ni strative structures that we could | ook at.
And we' ve spent two to three years in working
groups doing exactly that.

But here are the general principles |
woul d like to recomnend to you to think about. I n
energy efficiency services there are what | term
narrow scope services and broad scope services.
create that division in order to assign themto
the two different agenci es.

Narrow scope | assign to the domai n of
the PUC. Broad scope | see as being more under
the domai n of the CEC.

An exampl e of narrow scope services t hat
can af fect energy efficiency outcone in measures
are what happens around the meter; how the meters
are distributed; how they' re used; how they're
read; how bills are presented. Billing services
that's anot her area.

The point is there are a nunber of
services that could be categorized into a narrow

scope.
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There's a | ot of other services that are
more diffuse in nature. That the PUC has never
really been confortable with. They don't directly
regulate it in the fashion that the CEC does.

Most obvi ous example is the buil di ng standards.
So clearly, there's a role for this agency to play
in that area.

["mtelling you much of what you know,
but I'"mjust affirmng something. | want to take
it a couple of steps further as far as the
reconmendat i ons.

| believe the PUC should retain the
ratemaking aut hority, nunmber one. It should
continue to be treated as a rate component. It
should continue to be the agency for the overall
fund allocations, i.e., residential class,
conmercial and industrial, the overall fund
al locations.

This woul d not be chapter-and-verse
detail. This would not be the program
applications as they're terned that they currently
have. But they would continue to make -- they
m ght not even have to make t hem annually. They
m ght make t hem biannual ly. Initially they would

probably conti nue to make t hem annual ly.
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| woul d recommend t hat recommendation at
this point. You m ght want to consi der what the
proximate di vision in your estimate of narrow
scope and broad scope is. Maybe that's 40/60;
maybe it's 30/ 70; maybe it's 50/50.

FAC LI TATOR MANCARTI: Wl I, could you
wrap up in a mnute.

MR. NELSON: The narrow scope services

m ght conti nue to be associated with the utility,
what ever. You could | eave that, the Uilities
Committee as set. They now have a CB. We've had
a difficult process. But there is a

deci si onmaki ng process over there for themto deal
wi th that narrow scope.

And in other respects, |'m very amenabl e
to the CEC stepping forward as an overall contract
manager. What | rmust enphasize is this, whatever
adm ni strative plan you bring to the Legislature
in your transition report, the better descri bed,
the better reasoned -- and | don't want to talk
about the better detailed -- but it needs to be
persuasive.

If it's not well grounded, because so
many parties have spent so much tinme in this area,

t he ot her parties are going to go off and then
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start wor ki ng on ot her plans again. This is not
said by way of any sort of trying to pressure the
process. |It's because of what so many parties
have i nvested into the process.

Thank you.

FACI LI TATOR MANCARTI: Thanks, W |
Chris, and then we'll take a break.

MR. CHOUTEAU: The nodel is, | think, a
really fair representati on of what a program
manager does and how a program manager thi nks.

And | think it's encouraging to see that.

And | want to say that as the Comm ssion
t hinks about the recommendati ons of the
Legi sl ature, |I'm very much in support of what
Sheryl had to say about the | evel of information
they're | ooking for.

And obviously one of the critical
recommendati ons i s how should this be
adm ni stered. And when you | ook at that it's nore
t han just the nodel for how to devel op a program
or how a program manager t hinks. It's really the
model of what does it take to really be successfu
as an adm ni strator of these programs. What are
the attri butes of a successful adm nistrator.

And, you know, as one nodel of
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adm ni strator, | can tell you what things | think
are important. You know, a really close
connection with customers. A really close
connection with markets. A good reputation with
t he partici pants, players, vendors, manufacturers,
customers and the mar ket pl ace.

A theoretical basis in knowl edge; a
connection to emerging technologies, research,
government | abs. A really strong connection to
state policy and federal policy. And the agencies
t hat carry out that policy.

Strong financi al contracting; | egal
skills. Good --

PRESI DI NG MEMBER LAURI E:  You mean
everything that a public nonprofit benefit
corporati on shoul d have?

(Laughter.)

MR. CHOUTEAU: MWhat |'mfamiliar with
terms of one model.

PRESI DI NG MEMBER LAURIE: | see.

MR. CHOUTEAU: You know, so |I'm just
talking from my experi ence about, you know, what
it's taken.

FACI LI TATOR MANCARTI: Great. Thank

you, Chri s.
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What |I'd like to do is suggest that we
break until 3:15. The Commi ssi oners w ll probably
have sone final questions for you, so upon the
return we'll start there.

(Brief recess.)

FACI LI TATOR MANCARTI : |"m going to ask
Kae to provide some reflection on what she just
heard as a representative of the teamthat's
working on this material.

And then we'll move to the
Conmmi ssioner's table and see if the Comni ssioners
have any fi nal questions that they would |like some
response from you.

And then we will nobve into cl osing.
We've had a long, full day. So, we're not going
to continue this longer than we have the energy
for.

So, if Kae could begin by sharing some

of her thoughts on what she has heard in this

afternoon session, we'll start there.
MS. LEW S: | just wanted to nake a few
comrents. First of all, I want to thank everybody

for participating in this conversation about the
pl anni ng framewor k. It's going to be extremely

hel pful to us as we go and work further on this
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and flesh it out.

| al so wanted to point out that a couple
of the issues that were rai sed here, | want you to
know t hat we are definitely working on them One
is the ram fications of this for the
adm ni strative structure. Sonmeone mentioned form
foll ows function, and that was really precisely
our point was to get some | evel of agreement on
functi on before we nmade recommendati ons for form

Al so, it has been raised, the issue of
t he evaluati on of the current CB programis
relative to this. W've talked about some
princi ples and criteria, and we are definitely
working on evaluati on of current programs using
this framework.

And al so wanted to nention that to
follow up with the di scussion on adm nistrative,
the ramfications for the admnistrative
structure. W're going to be taking that up at
t he next workshop on Oct ober 1st.

FAC LI TATOR MANCARTI: Thank you, Kae.
Movi ng to the Comm ssioners' table, is there any
final questions that you would |like to pose of the
partici pants in the workshop?

ASSOCI ATE MEMBER PERNELL: | would defer
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to you.

PRESI DI NG MEMBER LAURIE: | don't think
so.

FACI LI TATOR MANCARTI: No further
guesti ons? kay. Then that leaves any fi nal
remarks that any of you would |li ke to make in
regards to the materi al that we've covered today
or anything that may be forecasts of what you wil
bring to the future workshops. So this is sort of
an open m ke session. And we have | gnaci o and
Floren, | haven't had a chance to neet you yet.
Thanks for hel ping this afternoon.

Any final remarks?

MS. TEN HOPE: | have one question that
either if people want to respond now or | think it
woul d be useful to get something submtted.
Sonmeone mentioned, or several people have actually
mentioned the importance of mai ntaining what's
working now.

And then some peopl e disagree, that say,
you know, | don't really like what's going on
ri ght now.

To have that articulated in terms of
what do you think is working now, nore

specifically than to say the framewrk' s worki ng
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t he process is working, whatever. Some specifics
about what specifically is working, or what
specifically you want to see revised.

It woul d be helpful because this is
really our program pl anning wor kshop, and it's
maybe our only opportunity to hear sone of that.

FACI LI TATOR MANCARTI: M ke. M ke, is
this a response to Laurie' s comment? No.

AUDI ENCE SPEAKER: Do you want me to?

FACI LI TATOR NMANCARTI : Hang on. Let's
see if there's a response to any -- anyone have a
response to Laurie' s -- Ann?

AUDI ENCE SPEAKER: Dd you want it now
or in writing?

MS. TEN HOPE: Either way is fine with
me. | don't know what the Conm ttee wants.

FACI LI TATOR MANCARTI:  Ann.

ASSOCI ATE MEMBER PERNELL: If there's a
response now we can hear it now.

FACI LI TATOR MANCARTI: Coul d you
i dentify yourself, please?

MS. KELLY: ['"'m Ann Kelly; 1I'm
representing two nonprofits, Home Energy Magazi ne
and Affordable Confort.

And nost of the work that we' ve been
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doing over the years is in training professionals.
And | don't know that this has come up at al
directly in all these discussions, but what | can
say | think has been working is when there is some
emphasi s given on training contractors, buil ders
and such, in these new technologies that are out
here, and that that is something that | urge
everyone to consider to conti nue.

Because it does provide -- not only does
it provide services to customers, but these
services haven't existed before. And many
customers get very di sappoi nted because they are
i nterested in energy efficiency and they may be
educat ed, and they may be aware through di fferent
programs, but when they actually ask for the
service it's hard to get it.

Those contractors that have taken a
whol e house integrated approach and understand how
to make homes nore energy efficient actually have
wi th many docunented cases of where they re very
successful business people. And this is, in fact,
t he beginni ngs of some great nmarket transformation
in terms of that.

So | just wanted to put that on the

record that in the future that we' ve seen sone
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successes, and that | hope that woul d continue.

FAC LI TATOR MANCARTI: Thank you, Ann.
Any ot her foll ow-ups to Laurie? WII. |If you
could be brief, and then maybe you coul d submt
sonmething in writing a little | ater, as well, that
woul d be great.

MR. NEL SON: "1l just say this.
Probably the weakest programarea is the
resi denti al program area. There's a l|lot of
reasons for that.

The avenues to bringi ng energy
efficiency to residential customers are not as
direct as commercial and industrial, who have a
bi gger stake usually in their bill. Because it's
a more di ffuse market, | believe that the Energy
Commi ssion has a better understanding of this
area, and their history, your history in the
experi ence of the Comm ssion makes it a better
candidate for this area generally. So that's just
a general comment.

In the small commerci al area that is
al so probably one of the weakest program areas.
Now, the present setup is trying to address both
of these weak areas. It may be that standard

perfor mance contracti ng or some of these other
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methods do start to work better in the small
conmercial area. That remains to be seen. That
should be | ooked at.

But that's all | have to say for now,

t hank you.

FACI LI TATOR MANCARTI: Thank you, WII.
Any final remarks to Laurie's questi on? Okay
Doesn't | ook like there are.

Okay, M chael, any cl osing remarks any
of you would like to make?

MR. MESSENGER I want to pose this
guestion to the staff team and the participants,
because I 'm trying to think about what's going to
happen at the next workshop.

And | can see two possibilities. And it
woul d be good if we could get sonme input from
partici pants, either now or | ater about which
possibility they woul d prefer.

One is the staff cones in and makes a
proposal. Says here's the information that we did
before in terms of functions. This is what we
propose to do in terms of who does what function
and how a system wrks. And it's considered a
strawman proposal. Wth the full know edge that

it may be attacked by a variety of different
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parts, sone people are going to like it, some
people are going to hate it. And then build off
of that to some altered recommendati on.

The second thing that coul d happen is we
could have somet hing |ike happened t oday where we
have a very theoretical discussion of the pros and
cons of alternatives and not put together, don't
have a proposal on the table. Just essentially
continue to ask for input from peopl e about well,
what do you think you would |like for
adm ni strator, what do you think you would like
for a governing structure

So, the answer to this question hinges
on how quickly and to what extent you think it's
i mportant to get a proposal out on the table being
di scussed, as opposed to staying with principles
and theories. And we need sonme input, | think,
about whether you want a real proposal com ng
forward, or whether you prefer us to stay at this
hi gher level .

FACI LI TATOR MANCARTI: Looks li ke Mrk
has a response.

MR. BERMAN.  Thanks. I think there' s a
third possibility which I would advocate, and that

is rather than a proposal or a theoretical
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di scussion, you could propose a limted nunber of
opti ons, say four or five, with pros and cons for
each. And get that out ahead of time and then
enable people to come in and di scuss which of
those Iimted number of options they prefer and
why.

And there m ght still be some tine,
limted time left for are there other options that
we didn't include that should be. But | think
that will sonewhat narrow t he di scussion and from
there the Commi ssion or the staff, pardon ne,
could move to a definitive proposal.

But you haven't got much time | eft.
There isn't time, in my opinion, for nore highly
t heoretical discussions such as went on today.

You' ve got a report due. And there's a ri sk,
there's a real risk. If that report is not well

t hought out, the Legislature will do nothing.
There won't be a public goods charge. There won't
be a PEER program and there won't be market

transformati on.

Maybe it will come back three years
| ater. In the meanti me the infrastructure will go
away. So there's a lot riding on your shoul ders

right now. This report needs to do its job and
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provide some clarity, not consensus. My god, if
you go for consensus we'll get nowhere. But at
| east clarity.

So that's what | would beg for. Thank
you.

FACI LI TATOR MANCARTI : Final remarks.

W Ill, Sheryl, and then Davi d.

MR. NELSON: Just a very brief response.
" mamazed at how often I'mthi nking the same
t houghts as M ke, only | would put it this way.
Rather than bring us one proposal, even though
it's straw, kind of sets up an adversarial
dynani c.

But | wouldn't recommend bringing in
four or five. | would recommend bringing in two
t hat have a different take. One has a very
di fferent take, not a rigid -- not a, you know,
utility versus California Energy Comm ssi on, but
somewhat a little bit nore flexible take. But a
di stinctly different take.

Bring us two proposals and that woul d be
a good working basis.

FACI LI TATOR MANCARTI: Thank you, WII.
Sheryl, and then Davi d.

MS. CARTER | actually agree with WII.
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| agree with WII?

(Laughter.)

MS. CARTER  Two, you know, maybe three
tops. But | think the inmportant thing to get at
here i s not just pros and cons. I mean we're way
beyond the theoretical, we've been there, done
t hat, over and over agai n.

There are sonme really crucial questi ons
t hat go along with any of these nmpdels. And they
are legal, they are practical, they are, you know,

transition type questions that we need to start to

get at. And these proposals should include at
| east the questions, if not a stab at what the
answers are. O is there an answer.

Because my guess is that in some of
t hese cases we may not find a practical answer.

So my suggestion woul d be that these proposals
i nclude those ki nd of questions and potential
soluti ons. Because that's really the crux of the
i ssue here.

I nmean if we're going to come up with a
proposal, and we can't answer the questions, we've
al ready done that. That's one of the problens
we've had in the last couple of years. And |

woul dn't want to see us do that again.
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FAC LI TATOR MANCARTI: Sheryl, can you

put together a list of questions?

MS. CARTER  Well, | think, you know,
it's -- 1'd be glad to. |'msure everybody could
take a stab at it. But, |I think it's already been

done in some cases

FACI LI TATOR MANCARTI: Okay. Davi d.

MR. ABELSON: My question is actually
process oriented with regard to these [ ast two
points. And | don't know whether | should turn to
Commi ssioner Laurie or to John Sugar for the
answer, but as | understand it we have one more
Committee workshop schedul ed before the draft.
And that is on October the 12th.

So my question is is it the intent of
staf f or the Committee or both at this point that
t hat workshop would be around adni ni strative
structure i ssues, whatever format they take. And
if so, is it also to include funding |evel
guesti ons, which is a fundanental issue in this
report. \What should the scope, funding size of
t he program be overall.

If not, is that going to be deferred
until the draft report, itself, comes out and we

have a workshop i n November.
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And, finally, | guess, is there any
i ntention of having any staff workshops, not
Committee workshops, separate fromthe workshop on
the 12t h of Cctober, and the one in November?

MR. SUGAR: Ckay, well, in nmy closing
comments in a few mnutes |'mgoing to say that
we're planning a staff workshop on adm ni strati on.
And it looks like October 1st is going to be the
date. We'll have a notice out on that.

And while we need to discuss with the
Committee the role of the third workshop, our
initial thinking is that it will revolve around
adm ni strative structure and, you know, program
funding, future program fundi ng.

Yeah, and I'Il say that in a few
m nutes.

(Laughter.)

FAC LI TATOR MANCARTI: Okay, any other
final comments? Any final comments?

John, do you want to say it again?

MR. SUGAR: Ckay. Staff is planning to
have - -

FACI LI TATOR MANCARTI: John, --

(Laughter.)

MR. SUGAR: -- a workshop on
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adm ni strative structure. It | ooks Iike October
1st is the date we're trying to make sure that the
appropriate staff people are avail abl e and t hat
Gail is available to assist us

Staff will get a document out ahead of
time. W're going to be taking into consideration
what people have said here. W're going to see
how far we can get and what we're able to get out
in the way of proposals or material that we can
use, -- as a stalking horse to get comments.

| just want to repeat again that in this
process, because it is pretty accelerated, there
are relatively few opportunities for parties to
conment. If, as a result of the discussions
today, there is material that you would like to
get to us, please write it down and submt it to
us. Please don't wait until we have a draft
report out.

The nore ideas we can at | east see,

di scuss with the Comm ttee so that they can be

i ncorporated, where appropriate, ahead of tine,

the better the report will be. The nore likely it
is that we will accurately be able to reflect your
t hi nki ng.

I"d like to just take a noment out to
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t hank Don Kazama here for making this sound system
work, because it's not designed to be used with
portabl e m crophones, and this has been very
hel pful . Don spent his weekend in a workshop - -
in his workshop putting materials toget her.

I'"d like to thank those peopl e who have
partici pated. |f you have questions about the
process, please feel free to give ne a call. The
next Conmittee workshop is planned for the 12t h of
October. There will be a draft workshop on
Novenber 15th. The draft is due to the Energy
Commi ssion approximately the 5th of December, so
that it can be approved hopefully by the entire
Commi ssion, and go to the Legislature in the first
of the year 2000.

The draft workshop will be November
15th. This will be a workshop on the report. W
anti ci pate having a draft report out in very early
Novenber.

FACI LI TATOR MANCARTI: And we now turn
to the Comm ssioners' table for any concl udi ng
remarks t hat they may have -- oh, I'msorry, --

MR. McNULTY: -- all these things that
are on the wall here, ny assunmption is that the

court reporter needs to type these sonehow and put
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theminto the record. That's my assunption.
Is it possible to get a copy of these so
we coul d take it back to our respective
organi zations?

MR. SUGAR: That's a good question. The

transcript -- we get an el ectronic copy of the
transcript and that goes to -- is avail able on the
list server just as -- or somewhere on the web,

which is what we've done with the previous
transcript.
We will type these up. Staff will type

these up and we will try to get them out -- let's
see, today is a Thursday, so hopefully the mddle
of next week we'll try to make them avail able on
the list server.

MR. MNULTY: These separately?

MR. SUGAR: Yes.

MR. MNULTY: Thank you

FACI LI TATOR MANCARTI: All right, thank
you.

Conmmi ssioners? Final conments?

ASSOCI ATE MEMBER PERNELL: | would j ust
like to thank everyone for spending the day with

us here. A lot of good ideas canme out, a |lot of

comments. But | want to assure you of one thing
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we're not taking this lightly at

all .

But we, as | said before, we want to

i nclude you, this is an inclusi onary process.

so we don't want to go and put this report

t ogether in sonmeone's office and then say,

is. We want to include you in there,

t hese proceedi ngs are about.

And | certainly, on behalf of the

Commi ssioners, thank you for comng out and

participating.

PRESI DI NG MEMBER LAURI E: Thank you.

FAC LI TATOR MANCARTI :

(Whereupon, at 3:40 p. m,

was adj ourned.)

--000--
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